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The Great Alliance 


N one respect, at least, the fifties will not differ from the forties. 
Now, as then, the survival of the free world will depend upon 
the closest possible partnership between the United States and the 
British Commonwealth. This proposition commands such wide assent 
on both sides of the Atlantic that it may sound platitudinous, yet it 
is important to remember how relatively recent its general acceptance 
really is. Ten years ago, the symbols of American policy were still 
the Neutrality Act and Cash and Carry. Even five years ago, a con- 
siderable measure of isolationism hid behind such declared policies 
as “ unequivocal support for the United Nations,” and the dogma of 
“One World” served, in many cases, as a convenient excuse for 
taking no particular interest in any part of it. Five years ago also, 
there were many people in Great Britain who found much more plea- 
sure in looking east than in looking west. Steadily, however, in the 
last four years, the realities of Communism have driven such views 
back, in both countries, into the last ditches of entrenched wish fulfil- 
ment—in Chicago or Shoe Lane. The need of free society to unite 
in its own defence and the central role in that defence of Anglo- 


American co-operation have become the commonplaces of the Aclantic 
world. 


It is as well, as the new decade opens, to recall these facts. Although 
the recognition of the need for Anglo-American partnership has 
steadily increased, it has not done so at a uniform pace. On the con- 
trary, the line of advance shows recurring and ferocious wobbles, during 
which, far from advancing in understanding and co-operation, the 
English-speaking peoples have appeared tc iake time off to misunder- 
stand and irritate each other with all the ease their common tongue 
permits. Such squalls blew up intermittently throughout the Palestine 
dispute. Another hovered over Anglo-American relations last summer 
before devaluation, only to extinguish itself in the immense psycho- 
logical success of the Washington Conference in September. The 
reason why, at this particular time, it is especially necessary to 
remember the extent and growing intimacy of Anglo-American 
understanding is that another period of storm is clearly beginning. 


Two issues are already boldly chalked on 1950's calendar of 
troublesome events. The first is an old and tried source of Anglo- 
American malaise—the passage through Congress of the appropria- 
tions for dollar aid to Europe. These sessions have involved a 
certain amount of plain speaking about the doings and omissions 
of the European countries, with Britain, as the largest participant, 
attracting the lion’s share. This year there is some reason to expect 
even plainer speech than usual. On the one hand, there is growing 
sentiment in America in favour of a balanced budget and a limit to 
Government spending. On the other hand, a critical Congress will 
find in Britain’s recent conduct of economic policy a certain amount 
to justify a drastic cut in the appropriations. The Marshall plan’s 
great achievement in assisting Europe to restore prewar levels of 
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production has shifted the emphasis trom problems ot 
output to the much more baffling problems of exchange 
and trade. The British record in restoring production 
is second to none, but the record of sterling as an inter- 
national currency is less satisfactory. The belief that 
inflated government expenditure at home and over- 
generous releases of the sterling balances overseas are 
frustrating the stabilising effect of devaluation has 
gained ground. As a cesult, it is argued, sterling is 
weaker than it need be and the attempts to safeguard 
it by tight exchange control and a managed currency 
are preventing the unification of the commercial and 
monetary systems of western Europe—a development 
which, of all things, the Americans most hope to see 
as a result of the Marshall plan. Britain’s Continental 
neighbours, some of whom tend to have more aptitude 
for general ideas than for their concrete application, are 
not unwilling that Britain should appear the dog in the 
manger. Even the efforts that Britain has made to escape 
from dependence on dollar aid—for instance, by reducing 
its purchases of American oil—have given rise to criti- 
cism, since the American exporters who suffer imme- 
diately as a result of the British move are not likely to 
share the State Department’s understanding for the 
stern necessity dictating Britain’s action. All in all, 
British trade and financial policy seems certain to come 
in for searching, critical and often unfavourable com- 
ment in the coming months. 


* 


Difficulty and misunderstanding are no less likely to 
cloud the discussion of a second issue which will thrust 
itself on to the Anglo-American agenda in the coming 
months. The New Year opens under the sign of tragic 
upheaval in Asia. The Communist conquest of China will 
have its repercussions throughout the Far East and South 
East Asia where Britain and the United States are deeply 
and almost equally involved. But ifCommunism threatens 
the interests of both partners in the area, they have 
not yet considered its implications. A common strategy 
for containing it has been talked of as a desirable objec- 
tive, but never seriously worked out. On the contrary, 
in one area at least—Japan—the local application of 
American policy has even shown a certain hostility to 
British interests. Attempts to restore trade between 
Japan and the sterling area have hardly been encouraged 
by the occupation authorities, and that the attitude per- 
sists to this day has been illustrated by recent American 
attempts to reduce Japanese purchases of oil from 
sterling sources. 

To this old source of friction may now be added a 
new one—this time of Britain’s making. The British 
decision to go forward and recognise the Communist 
regime in China, which, it appears, will be announced 
shortly, is bound to hamper very considerably the efforts 
to concert Anglo-American policy in Asia. Its likely 
consequences — an Anglo-American clash over the 
raising of the Nationalist blockade of Shanghai and an 
Anglo-American dispute in the United Nations over the 
issue of China’s representation on the Security Council 
—-are discussed in greater detail in a Note on page Io. 
The supposed gain from the move, which is presumably 
increased Communist respect for British trading in- 
terests, is derisory compared with the solid harm it will 
do to Anglo-American understanding. From the point of 
view of relations with Washington, it is clearly a blunder. 
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Anyone who confined his attention to the visible 
manifestations of policy as they appear day by day in 
the newspapers might well ask how it is that two nations, 
who have accepted the need for partnership as one of 
the first assumptions of their conduct of international 
affairs, nevertheless continue to misunderstand and 
irritate each other with such unfortunate regularity. “The 
answer is undoubtedly in part historical. Only four 
years ago, the structure of relative stability in South 
East Asia and the Indian Ocean provided by the British 
Commonwealth was still in American eyes a manifesta- 
tion of outdated colonialism. Similarly, the sterling area 
was sull looked on as an enemy to American conceptions 
of free world trade. It is only gradually, largely by the 
spread of Communism, that both systems have come 
to resemble Voltaire’s deity, in that if they did not exist, 
it would be necessary to invent them. Naturally, the 
earlier criticism and the later recognition of usefulness 
sull war together in the American consciousness. From 
the general premise that Anglo-American co-operation is 
necessary, the logical deduction is not always drawn 
that the British partner, even though it is a junior part- 
ner, has an independent contribution to make and a 
vital part to play. 

If inhibitions of this kind cloud America’s under- 
standing of Britain’s role, the fog seems to be thicker 
still on this side of the Atlantic. Loss of power is 
never easy to accept gracefully. After a century of 
domination, the British are no longer the powerful centre 
of world order. However, no imperial power has ever 
been so fortunate in its successor and there is little 
excuse for the streak of sullen isolationism that has 
appeared in so much of British foreign policy in recent 
years: the determination to make no sacrifices of 
sovereignty in any direction, the impression conveyed— 
for instance in most negotiations concerned with 
American investment in British colonies—that America 
is an intrusive outsider ; the resentment, reinforced by 
ideological prejudice, of any suggestion touching 
Britain’s internal economic policy even from those who 
are underpinning it to the tune of a billion dollars a 
year. If the Americans have yet to learn to treat Britain 
consistently as a respected partner, the British have yet 
to learn consistently to behave like one. And since, for 
some time to come, it is the implications of Britain’s 
trade policy that are most likely to hold the centre of 
attention, nothing would so quickly restore respect and 
confidence as the achievement of national solvency. 


* 


It may well be that 1950 will not prove a very favour- 
able year for the closer knitting together of the Anglo- 
American alliance. Quite apart from the squalls on the 
immediate horizon, the great gales of national elections 
will blow through the land in both countries and it is 
not necessarily during electoral contests that the wisest 
and sanest voices are heard most clearly. Nevertheless, 
the citizen of good will on both sides of the Atlantic 
may console himself that underneath all the misunder- 


standings and upsets of the last few years, the founda- | 


tions of understanding and co-operation have grown 
stronger. This assurance is not, of course, an invitation 
to complacency and indifference. The “ Great Alliance ” 
needs all the friends it can muster. But at least they 


| 


i 


can support it in the sure faith that not only the prompt- | 


ings of common sense but the mightier forces of history | 


are working on their side. 


——— 
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Housing Policy—I 


After the Millionth House 


UST before Christmas, Mr Aneurin Bevan announced 

that the number of new and reconstructed dwellings 
made available since the war had passed the million mark. 
The passing of this landmark and the imminence of a 
general election open a new phase in postwar housing. 
There are many objections that can be, and have been, 
brought against Mr Bevan’s housing policy. It has been 
erratic, expensive and, in some respects, unjust. But 
judged by the paramount test, that of numbers of 
dwellings completed, it has succeeded. 


The million mark is not merely a convenient round 
figure ; it represents, very roughly, the war-created 
deficiency of housing as it was estimated five years ago. 
With the million houses completed, the housing position 
ought to be back to 1939. It is doubtful whether a 
popular vote would so describe it. Statistically, never- 
theless, it can be demonstrated that—if not by the end 
of 1949, then by the end of 1950—the deficiency of the 
war years will have been made good. Some 470,000 
houses were destroyed or made uninhabitable during the 
war. In addition, about a million new families, rather 
more or less, sub-divided from their family trees between 
1939 and the end of 1948 and became potential claimants 
for new houses. This makes a total possible demand for 
new houses (throughout this -article and its successor, 
“house” must be read as meaning “ dwelling”’) of 
1,400,000 to 1,500,000. This figure stands on the debit 
side of the housing account. On the credit side stands 
the effort made since the end of the war to meet the 
demand. By the end of September 556,000 new 
permanent houses and 171,000 temporary houses had 
been built and 262,000 dwelling units made available 
by repair, conversion and adaptation, a total of 989,000. 
At current building rates, which are not likely to be 
much affected by the capital cuts until the end of 1950, 
it seems probable that some 250,000 new houses will 
be finished between September, 1949, and January, 
1951, and that other building operations and conversions 
will, by that time, bring the total to something between 
1,300,000 and 1,400,000 over and above those in 
existence when the war ended. As it is probable that, 
for economic and other reasons, a number of the new 
families will not wish to separate from the old, it seems 


fairly clear that the relation of dwellings to families will 
be very much the same in a year’s time as it was in 1939. 


* 


Why then is the housing shortage to all appearance 
nearly as bad as ever? The explanation lies in the 
wholly distorted nature of the relationships between 
people’s incomes and the costs of the things they spend 
them on. There is plenty of evidence from the past that 
the demand for housing is very elastic. When incomes 
rise relatively to the cost of housing, or the cost of hous- 
ing falls relative to incomes, the demand for houses 
goes up quite substantially. What has happened in the 
war years is that the sum total of personal incomes 
has risen (comparing 1938 with 1948) by 80 per cent, 
even after direct taxation is allowed for. The price level 
of housing (the total of rent, rates and water charges), 
on the other hand, was in 1948 only 12 per cent higher 
than in 1938. No wonder that the demand for housing 
is almost insatiable. 


The 12 per cent increase, of course, is wholly 
artificial. It is the product of rent control on the 
one hand and of housing subsidies on the other. 
Rents have, in fact, become an almost prime example 
of the chaos that can result from a number of well- 
intentioned but unrelated interventions of state policy. 
Families living side by side in identical houses may be 
paying wholly different rents, simply because of the 
different dates at which the tenancies changed. Local 
authorities may put up the rents they charge ; private 
landlords may not. Real incomes, swollen by food sub- 
sidies, increase the demand for housing and lead to higher 
building subsidies. The state pays large sums to sub- 
sidise big new houses for some families and smaller sums, 
or no subsidy at all, in respect of smaller older houses 
inhabited by no less meritorious families. The very 
poorest often get less help than those who are better 
off than themselves. The whole subject is one of bottom- 
less confusion. If a new phase in the history of housing 
is starting, the most obvious prescription is that there 
should be a deliberate and consistent attempt to restore, 
over the years, some reality to the housing position, so 
that either the occupants of houses are asked to pay the 
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true economic cost of them, or if they are not, at least 
the assistance they are given is arranged on some logical 
basis that treats all like cases alike. 


Even if, in the course of 1950, the prewar position 
is restored, that does not, of course, mean that the housing 
problem will be solved. It does not imply that there 
was anything satisfactory about the situation immediately 
before the war. There were at that time many families 
living in overcrowded conditions, and millions living in 
houses of a deplorable structural standard and lacking 
the amenities which any family has a right to hope for. 
No one could say that the hundreds of families living in 
tenements in Stepney or the Gorbals were living in any- 
thing but the most wretched conditions, which it was a 
reproach to society to permit. There was far too much 
overcrowding and far too many slums in 1939, and the 
slums at least are now eleven years worse. 


The real question is not whether the state-subsidised 
housing effort should stop, but whether it should 
now be diverted specifically to the relief of overcrowding 
and to the clearance of slums, leaving any other more 
general provision of houses to be carried out, whether 
by local authorities or by private enterprise, without 
benefit of subsidy. This was the point that was reached 
by housing policy at the beginning of the 1930s. The 
dominant motive in the repeal of the general subsidies 
given under the Chamberlain and Wheatley Acts was 
financial economy in the crisis of 1931-32. But it did 
so happen that, at exactly that time, the costs of building 
fell (the fall was probably not unconnected with the with- 
drawal of the subsidies) to such an extent that it was 
possible to build unsubsidised houses to rent at a figure 
that the ordinary wage-earner could afford. There is, of 
course, no scientific definition of that figure, though ten 
shillings a week was generally quoted and accepted If 
so, the equivalent figure would be about {1 a week 
today. Withdrawal of the general subsidy might well 
have a sharp effect on building costs, but it is difficult to 
believe that the fall would be so sharp as to make it pos- 
sible to build houses of the present standard to rent for 
£1 per week. Some retreat from the present lavishness 
is doubtless in order, now that the million mark has been 
passed. But it would be very rash to argue that the 
policy that worked in 1931 (in the sense of producing an 
unsubsidised housing boom) would work again today. 


The first essential in any attempt to formulate a 
housing policy for the new phase is to form some idea 
of the continuing need for new houses. Once every 
family who requires it has been provided with a separate 
dwelling—a position which will have been substantially 
tegained within a short time—the continuing need for 
houses will arise from migration from place to place (a 
small factor on an annual basis) and from the replacement 
of old houses by new. How much should be allowed for 
rebuilding those old and condemned houses so pic- 
turesquely referred to by town planners as “ blight” ? 
Ideas about housing standards have risen so much in the 
last ten years that many houses that were above the 
sanitary inspector’s level of condemnation in 1939 are 
below it now. On a method of assessment adopted by 
Dr Elsas in his book “ Housing Needs Before the War 
and After,” it can be calculated that at the end of 1948 
there were 4,000,000 obsolete houses over 60 years old 
in Great Britain. If it be supposed that three-quarters 
of these houses should be replaced in the first twenty years 
after the war, and that in the same period another million 
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houses will be needed for new families, for migrants and 
for special needs such as agricultural labourers, then a 
total of some 4,000,000 required houses in twenty years 
can be built up—that is, the continuation until 1965 of 
the present rate of building. The twenty years after the 
second war would then produce roughly the same number 
of houses as the twenty years between the wars. 


But estimates cannot be constructed in this way in an 
economic vacuum by reference only to social and aesthetic 
requirements and without calculation of cost. The 
resemblance between the attained 4,000,000 of 1919-39 
and the assumed 4,000,000 of 1945-65 conceals one 
major and possibly decisive difference: virtually all the 
first 4,000,000 were additions to the total stock of houses 
(relatively very few houses were destroyed in those years), 
but three-quarters of the second 4,000,000 would have 
to be replacements. 


Nobody in this country has had any opportunity for 
two centuries at least of gaining any experience of how 
the economics of house-building works in a country where 
the supply of houses has caught up, at least numerically, 
with the demand. But one thing is obvious, and that is 
that the demand for new houses in replacement of old 
must depend in very high degree on the cost of the new 
houses. It may be true that there are 4,000,000 houses 
in this country—that is, one in three of the total—that it 
would be nice to replace by new houses. But there are 
certainly not 4,000,000 houses so insanitary or offensive 
that people should be forbidden to live in them. Above 
the slum level, however it is defined, it becomes a matter 
of relative cost. New house A is more desirable in every 
way than old house B. But if B can be had for tos. a 
week while the economic cost of A is 35s. a week, very 
many families will plump for B and the effective demand 
for replacements will be nothing like 3,000,000 in twenty 
years. And if the Government decides that it knows 
better and goes in for subsidising the new houses until 
they are cheap enough to create a demand for them, it 
will find the process most expensive. Not only will it 
have to pay a fat subsidy on the new house, it will have 
to buy the old house and tear it down—for otherwise the 
old house will steadily undercut the new. If a buyer’s 
market in houses is combined with a level of costs that 
makes the full economic rent for new houses much 
higher than the public’s conventional notions of what is 
fair, then a programme of replacement must either be 
very small or else immensely costly. 


The passing of the million mark is an achievement for 
Mr Bevan. But it should also be a danger signal for the 
building trade. It means that the demand for houses— 
other than for the replacement of existing houses— 
will very soon be within sight of running out. Just 
how soon it will run out depends on a complex 
variety of factors. For example, when at last it is decided 
that the British people should again pay prices for their 
food that correspond to the real cost of producing or 
importing it, a large part of the present apparent demand 
for houses will disappear overnight. But even without 
this, the present demand will be met before very long. 
When that time comes, the maintenance of a building 
industry of anything like the present dimensions will 
depend on the replacement demand. And the replace- 
ment demand will depend absolutely on the level of 
costs. A further article will examine the present level of 
costs and will include some figures that have not 
previously been published. 
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Electoral Facts 
(By a Correspondent) 


[This article ts contributed by a correspondent who 
has made a special study of election statistics. The 
figures and diagram attributed to the British Institute of 
Public Opinion are printed by courtesy of that institution 
and of the News Chronicle.]| 


OONER or later—and probably sooner—the date of 
the election will be announced and then those who 

have a taste for political speculation will be able to 
devote all their energies to spotting the winner and 
guessing the majority. Election prediction is perhaps 
a rash and unproductive occupation, but few resist its 
iure. Often forecasts are based on mere intuitions of 
popular feeling or on one-man straw polls (of acquain- 
tances). This article endeavours to set out the facts 
requisite for more serious attempts to anticipate the 
outcome. It leaves prediction to the reader, who is free 
to discount the current evidence in the light of the de- 
velopments he thinks likely in the time that will clapse 
xefore polling day. 

At the present, plausible arguments can be elaborated 
in favour of the chances of both the major parties. 
Members of the Labour Party are apt to cheer them- 
selves by quoting their by-election record. They have 
been challenged in 34 seats since their victory in 1945, 
yet not one has been lost. But they have been very lucky. 
In every seat they have had to defend since February, 
1946, they had in 1945 a majority of at least 12 per 
cent. In any case a disproportionate significance tends 
to be attached to victory or defeat in by-elections. A 
much more exact guide to the change in opinion is given 
by the turnover in votes. Admittedly it is not always 
easy to calculate what the turnover has been. By-elec- 
tions have occurred in §2 constituencies since 1945, but 
in only 17 of them were there the same number of 
candidates both in the 1945 general election and in the 
subsequent by-elections. 

Probably the simplest way to make a reasonable com- 
parison between the results of the general election and 
of the by-elections is to exclude from consideration those 
constituencies where a party, absent on one occasion, 
won sufficient votes on the other to save its deposit, and 
for the rest, to assume that parties which fought only 
once and which did not even poll one-eighth of the votes 
did not appreciably affect the turnover between the 
major parties. The following table has been compiled on 
that basis. 


i Pp i t Te sjor f te 
) | ative 
j j c Loy fection 
! Number of | A a ‘ ' ‘,ain F 
Year | By Elections By-Hlection aay ig Soy ecngay ret 
| Included Gandinaadion 1945 
ODS ences 
reneral 
—- Electioa 
Cons. | Labour Cons. Labour 
| 
| 
1945 7 (out of 9) 47-B | 52-8 | 48-8 | SLD | 1-6 
1946 8 (out ot 1%! 43-8 | 57-2 46 | 58:2 | 10 
1947 7 (out of 9) 49°38 50°32 | «642-3 | 57-8 1-6 
1948 8 fout of 14} 48-1 51-9 | 40-3 | 59-7 7-8 
1949.... 5 (out of 6) ) 46-6 | 55-4 | 38S | 61-5 6-1 


It is impossible to say, of course, how far the con- 


stituencies where the by-elections occurred were repre- 


sentative of the country as a whole, or how far the figures 
for each year were affected by the chance of when in 
the year the by-elections were concentrated. It happens 
that the great majority of the by-elections have been in 
three areas (Greater London, the West Riding and Scot- 
land) and that two of the three included in the calcula- 
tions for 1949 took place at a period probably rather 
favourable to Labour. In a general election, if the Con- 
servatives were to succeed in winning 6 per cent of the 
1945 vote away from Labour they would have a 4 per 
cent lead in the total vote—which would be quite 
enough to ensure them a comfortable Parliamentary 
majority. But, apart from the chances which surround 
by-elections, there is an important limitation on their 
value as pointers to the future. People may not vote in 
the same way in by-elections as they would in a general 
election. In five by-elections at the beginning of 1929 
the Conservative government of the day won 3.9 per 
cent less of the vote than in the same constituencies in 
the general election the following May. A similar study 
of the results in six seats contested early in 1935 shows 
that the government of the day (also predominantly 
Conservative) fared 5.8 per cent worse than in the 
general election of the following November. 


* 


The Conservatives, if they are seeking comfort, quote 
the results of Antipodean and local elections and the 
findings of public opinion polls. The first two give little 
clear justification for optimism. The connection be- 
tween events in Australia and New Zealand and the 
decisions of the British electorate can hardly be close. 
Local elections, though they have shown plainly the 
improvement in Conservative organisation, can offer 
little precise information about the movement of 
opinion ; there is no evidence to show how far the views 
of the 40 per cent or 50 per cent of the electorate who 
bother about local contests are the same as those of the 
70 or 80 per cent who will be brought out by a genera! 
election campaign. 

Public opinion polls probably offer the most precise 
information available about the movement of political 
opinion. Over a period of thirteen years Dr. Gallup and 
his afhliate organisations—and some of his imitators— 
have had a remarkable record of accuracy in election 
prediction. Despite his spectacular failure to select the 
winner in last year’s Presidential election in the United 
States, his error was only 4.5 per cent ; in retrospect 
it can be seen that carelessness and the over-confidence 
engendered by past successes were in large measure 
responsible. The British Institute of Public Opinion 
(his affiliate in Britain) was less than 2 per cent out in 
its predictions of the result in 1945 and it has been 
very accurate in some unpublished studies of recent by- 
elections. A margin of error of perhaps 3 per cent 
should be allowed for ineradicable biases and sampling 
fluctuations, but there is no reason to suppose that the 
BIPO does not offer a substantially accurate guide to 
the outward movements of public opinion on_ politics 


Since 1945 the BIPO has periodically asked the ques- 


tion: “If there were a general election tomorrow, how 
would you vote?” The results have shown a fairly 
sieady trend, not dissimilar from that generally manifest 
in the voting at by-elecuons. 
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Since last September the slump in Labour support 
has been very marked, although there are reasons for 
thinking that quite recently it has become less sharp. 
Despite South Bradford (there is strong evidence 
that it was not a typical constituency) there seems 
no doubt that Labour’s position is decidedly un- 
favourable at the moment. But it should be noted 
that Labour recovered from a similar slump in the 
autumn of 1947. And it is at least possible—although 
not necessarily certain—that some people will change 
their minds under the stress of an election campaign. 


The BIPO findings reveal clearly the relative unim- 
portance of the minor parties. The Liberals have shown 
no appreciable recovery since 1945 and appear unable 
to muster even one-seventh of the votes. They have 
certainly fared disastrously in those by-elections which 
they have ventured to fight. In 1945 they won only 
12 seats, more than half of them through the absence 
of a candidate of one of the major parties. They plan 
t¢ put well over 400 champions in the field this year, 
but it is hard to see how they can increase—or even 
perhaps maintain—their present Parliamentary repre- 
sentation. The Conservatives, by their strenuous efforts 
to woo them, appear conscious that their intervention 
will draw more votes from the right than the left. 
Undoubtedly polls seem to indicate that, in the absence 
of their own candidate, appreciably more Liberals would 
vote Conservative than Labour (except in Wales). How- 
ever, if there are indeed to be 400 Liberal candidates, 
most of the 10 to 14 per cent of the population found by 
the BIPO to be Liberal supporters are likely to have a 
chance to express their preference—and that means, in 
all probability, that their influence on the outcome of 
the election will be very small. The Communists will 
make a certain amount of noise over their 100 candi- 
dates, but the 850 votes which the Communist candidate 
won in the North St. Pancras by-election this year may 
be typical. In a very few constituencies they may draw 
enough votes from Labour to let the Conservatives in, 
but it is not likely to affect the total result. 


The BIPO findings also show some interesting facts 
about the social division of political opinion. Women, 
for instance, have swung more violently against the 
Government than men. The November survey showed 
the Conservatives with a 14 per cent lead among 
women, but only 4 per cent among men. The Con- 
scrvatives appear to have the broadest lead among 
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the 50-64 age-gro up and the narrowest among the 
over-65s and the under-30s. As far as social class goes, 
the Conservatives are in a majority of more than 3 to 1 
among the upper strata of the BIPO cross-section (repre- 
senting 31 per cent of the population) while Labour has 
a 4 to 3 advantage among the remainder. 

In the last Presidential election in the United 
States, barely 50 per cent of the adult population voted. 
One of Dr Gallup’s main problems was to decide which 
of the people he interviewed would take the trouble to 
record their preference on polling day. This presents 
less of a problem in Britain since in the last seven 
British general elections the number of electors 
who have recorded their votes has varied between 7! 
and 77 per cent. A large proportion of non-voting is, 
of course, due to illness, to removal and to inaccuracy 
or obsolescence of the register. There is little evidence 
to suggest that those who either from indifference or 
conviction abstain from voting are drawn particularly 
from the habitual supporters of one side or the other, or 
indeed that they are very numerous. The BIPO has 
found that 3 or 4 per cent of those interviewed say that 
they will not vote. On the whole it appears that the 
better-off are more conscientious about their electoral 
duties and perhaps selective apathy may hurt Labour 
more. But it is not likely to be a very important factor. 


* 


There is every indication that the turnout in the 
coming election will be of record size. The register is 
probably the most efficient yet compiled. The party 
organisations are larger and more alert than ever, and 
popular interest in politics seems unusually high. In 
the 1930s by-election turnout was usually 10 to 20 per 
cent lower than in the 1935 general election. But in 
recent contests the vote has sometimes exceeded that in 
1945 and has seldom been far below it ; 87.3 per cent 
of the electorate apparently voted in South Bradford— 
more than in any constituency in 1945. 


Of course, neither the electorate nor the constituencies 
are the same as in 1945. Then there were 33,200.000 
on the register ; now there are 34,400,000. On a very 
rough estimate 2,500,000 of the 1945 electors have died 
and 3,500,000 new electors have come of age. And a 
much larger number must have moved ; but there is no 
evidence that migration has concentrated voters of one 
side or the other in marginal areas or that these changes 
are likely to have a marked effect on the result. There is 
no doubt, however, that the redistribution of seats under 
the Act of 1948 has helped the Conservatives, or rather 
that it has removed a bias in favour of Labour which 
undoubtedly existed in 1945. Then the size of con- 
stituencies varied very considerably and Labour, being 
strong in the depopulated areas, benefited. The average 
constituency returning a Labour member at that time 
contained 6,000 fewer electors than that returning a 
Conservative. It has been estimated that, had the present 
redistribution taken place before the 1945 election, 
Labour would have won 30 fewer seats. That unfairness 
eliminated, there is at present no reason to believe that 
the electoral system will appreciably favour either party. 


It is commonly said that, whoever wins the next elec- 
tion, the margin will be narrow. Such a dictum fails to 
appreciate how the British electoral system exaggerates 
narrow majorities in votes into sizeable majorities in seats. 
This may be illustrated by a very simple rule of thumb 
formula which, propounded in 1909 before the Royal 
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Commission on Electoral Systems, fits recent election 
results in Great Britain and New Zealand with extra- 
Ordinary accuracy. The Rt. Hon. J. P. Smith then sug- 
gested that, in a reasonably homogeneous country with 
a two-party system and single-member constituencies, 
the ratio of the seats won by the parties should be at least 
the cube of the ratio between the votes cast for them. In 
other words, if the ratio between votes is A:B the ratio 
between seats should be at least A*:B*. When that 
formula is applied to the last five New Zealand elections 
the composition of the House of Representatives can be 
calculated from the division of the votes with an average 
error of only one seat (in a House of 80 members). When 
it is applied to the three general elections which have 
occurred in Britain since the return of a predominantly 
two-party system in 1931 the average error in calculating 
the division of the contested seats won by the major 
parties is—fantastic though it may seem—two seats 

There is nothing magical about this formula. There ts 
no reason why it should fit with such uncanny accuracy 

the results of the next election. Nevertheless its results 
coincide generally with more empirical calculations which 
have been published about the relation between seats and 
votes. If the formula is generalised it may readily be seen 


Germany’s 


ITH wise words such as the Germans have for 
decades been unaccustomed to hear from their 
rulers, Dr Adenauer enjoins the Federal Republic of 
Germany to conduct itself in 1950 with en, tact and 
circumspection. Germany has Talleyrand in Dr 
Adenauer, but it has at least a politician. For a short 
space, perhaps, the Germans are not cursed by the 
presence of a “ great man”’ at their head ; instead 
have a Chancellor who, despite a tendency to 
decisions without reference to his Cabinet or Parliame nt, 
believes in the golden mean. For a while, too, the two- 
thirds of Germany which is ruled from Bonn is free to 
turn its face to the west ; the chances of its maintaining 
that freedom increase with every day that it remains cut 
off from the east Elbian area which traditionally 
Germany to Poland and Russia. 
In the eastern Germany that is ruled from Berlin— 
and Moscow—the process of perfecting a “ people’s 
republic ” is gathering speed. Developments there con- 
tinue to leave the advantage with the west. As the purges 
reach ever deeper into the ranks of the bourgeois parties 
and business men, in accordance with the instructions of 
the Cominform, the gulf between life in the two German 
states becomes wider and plainer. For a while yet, 
American aid will continue to provide western Germans 
with a standard of living not far below the prewar levels, 
save in the matter of housing. The eastern Germans will 
continue to receive Russian flattery in exchange for 
economic extortion. Even the hopes of that shadow 
sovereignty which they expected to gain from the estab- 
lishment last autumn of the Pe sople’s Republic have 
faded. The puppet politicians in Berlin are bound by 
the punitive conditions imposed at Potsdam, and are 
strictly on probation. The task demanded of them is to 
liquidate all critics of Russia, to organise the overthrow 
of the Bonn Government, ‘and to force the western 
occupation forces to withdraw. Until that day, they have 
the cold comfort of knowing, in President Pieck’s s words 
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how a narrow lead in votes is likely to be magnified into a 
comfortable Parliamentary majority. If 600 seats are 
divided between the major parties the formula gives the 
following table. 


Per « t. Division Majority 
of (lenoring 
Major Party Vote Seats Lesser Parties) 
65—3D ..... 2... eee eee 520-— 80 440 
GO—40 .............2.. 464—135 528 
55—45 oe ee ee eee $838—212 176 
Die Bcc ccc cccccccces 335—264 T2 
5] DS ck et bwarsuee bed 318—232 356 
AP bo we wee eecaces 300—300 


Even if there is a bias in the electoral system which 
means that one side wins more seats than the other for 
a given percentage of the vote, there is no doubt that on 
the average in recent elections between 15 and 20 seats 
have changed hands for every one per cent turnover in 
votes ; a turnover of 15 to 20 seats means of course a 
change of 30 to 40 in the size of the Parliamentary 
majority. Those who profess belief in a Parliamentary 

najority of under 40 presumably have an intuitive per 
ception of what the division of public sentiment wil! i be 
to within one per cent. 


New Year 


that they are ; 
on the Elbe.” 


For a short while, therefore, the three western powers 
and the western German moderates have still a chance to 
achieve some consolidation of strength. What use are they 
likely to make of it in 1950 2? The targets at which the 
Germans will aim this year are already clear. Dr 
Adenauer means to gain by his patience, tact and circum- 
spection complete sovereignty for his government, and 
every possible economic advantage for his country. 
Indeed, no freely elected German Government could aim 
at less. Specifically, the Federal Government, which 
leans heavily on the support of the industrial and busi- 
ness circles, will seek to end the restriction of steel 
production to 11.1 million tons, the restrictions on ship- 
building, the bans on civil aviation and on the manufac- 
ture of synthetic oil and rubber, and the unilateral sub- 
ordination of German heavy industry to the Ruhr 
Authority. It will ask to take over the reorganisation of 
the Ruhr steel trusts, which German experts are at 
present being required to carry out under Military 
Government Law 75 ; in this way it will make certain 
that no drastic structural changes in the Ruhr combines 
are made, and that the old shareholders are enabled to 
become owners of the reorganised trusts. The German 
trustees, now working under the Tripartite Combined 
Steel Group, will then no longer run the risk of being 
branded by their countrymen as traitors who “ decar- 
telised.”.the Ruhr at the orders of the Military Govera- 
ment. 

As for relations with the world outside, the Bonn 
Government will aim at establishing this year a Foreign 
Ministry, with diplomatic as well as consular missions 
abroad. It will also seek to secure a guarantee of 
armed protection. It will object to restrictions on its 
exports to Russian-dominated countries, to conditions 
being attached to the use of ERP counterpart funds for 
investment, to demands for anti 
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tion: “If there were a general election tomorrow, how 
would you vote?” The results have shown a fairly 
Steady trend, not dissimilar from that generally manifest 
in the voting at by-elections. 
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Since last September the slump in Labour support 
has been very marked, although there are reasons for 
thinking that quite recently it has become less sharp. 
Despite South Bradford (there is strong evidence 
that it was not a typical constituency) there seems 
no doubt that Labour’s position is decidedly un- 
favourable at the moment. But it should be noted 
that Labour recovered from a similar slump in the 
autumn of 1947. And it is at least possible—although 
net necessarily certain—that some people will change 
their minds under the stress of an election campaign. 


The BIPO findings reveal clearly the relative unim- 
portance of the minor parties. The Liberals have shown 
no appreciable recovery since 1945 and appear unable 
to muster even one-seventh of the votes. They have 
certainly fared disastrously in those by-elections which 
they have ventured to fight. In 1945 they won only 
12 seats, more than half of them through the absence 
of a candidate of one of the major parties. They plan 
to put well over 400 champions in the field this year, 
but it is hard to see how they can increase—or even 
perhaps maintain—their present Parliamentary repre- 
sentation. The Conservatives, by their strenuous efforts 
to woo them, appear conscious that their intervention 
will draw more votes from the right than the left. 
Undoubtedly polls seem to indicate that, in the absence 
of their own candidate, appreciably more Liberals would 
vote Conservative than Labour (except in Wales). How- 
ever, if there are indeed to be 400 Liberal candidates, 
most of the 10 to 14 per cent of the population found by 
the BIPO to be Liberal supporters are likely to have a 
chance to express their preference—and that means, in 
all probability, that their influence on the outcome of 
the election will be very small. The Communists will 
make a certain amount of noise over their 100 candi- 
dates, but the 850 votes which the Communist candidate 
won in the North St. Pancras by-election this year may 
be typical. In a very few constituencies they may draw 
enough votes from Labour to let the Conservatives in, 
but it is not likely to affect the total result. 

The BIPO findings also show some interesting facts 
about the social division of political opinion. Women, 
for instance, have swung more violently against the 
Government than men. The November survey showed 
the Conservatives with a 14 per cent lead among 
women, but only 4 per cent among men. The Con- 
servatives appear to have the broadest lead among 
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the 50-64 age-group and the narrowest among the 
ain sedition ondan-300. As far as social class goes, 
the Conservatives are in a majority of more than 3 to 1 
among the upper strata of the BIPO cross-section (repre- 
senting 31 per cent of the population) while Labour has 
a 4 to 3 advantage among the remainder. 

In the last Presidential election in the United 
States, barely 50 per cent of the adult population voted. 
One of Dr Gallup’s main problems was to decide which 
of the people he interviewed would take the trouble to 
record their preference on polling day. This presents 
less of a problem in Britain since in the last seven 
British general elections the number of electors 
who have recorded their votes has varied between 71 
and 77 per cent. A large proportion of non-voting is, 
of course, due to illness, to removal and to inaccuracy 
or obsolescence of the register. There is little evidence 
to suggest that those who either from indifference or 
conviction abstain from voting are drawn particularly 
from the habitual supporters of one side or the other, or 
indeed that they are very numerous. The BIPO has 
found that 3 or 4 per cent of those interviewed say that 
they will not vote. On the whole it appears that the 
better-off are more conscientious about their electoral 
duties and perhaps selective apathy may hurt Labour 
more. But it is not likely to be a very important factor. 


* 


There is every indication that the turnout in the 
coming election will be of record size. The register is 
probably the most efficient yet compiled. The party 
organisations are larger and more alert than ever, aiid 
popular interest in politics seems unusually high. In 
the 1930s by-election turnout was usually 10 to 20 per 
cent lower than in the 1935 general election. But in 
recent contests the vote has sometimes exceeded that in 
1945 and has seldom been far below it ; 87.3 per cent 
of the electorate apparently voted in South Bradford— 
more than in any constituency in 1945. 

Of course, neither the electorate nor the constituencies 
are the same as in 1945. Then there were 33,200,000 
on the register ; now there are 34,400,000. On a very 
rough estimate 2,500,000 of the 1945 electors have died 
and 3,500,000 new electors have come of age. And a 
much larger number must have moved ; but there is no 
evidence that migration has concentrated voters of one 
side or the other in marginal areas or that these changes 
are likely to have a marked effect on the result. There is 
no doubt, however, that the redistribution of seats under 
the Act of 1948 has helped the Conservatives, or rather 
that it has removed a bias in favour of Labour which 
undoubtedly existed in 1945. Then the size of con- 
stituencies varied very considerably and Labour, being 
strong in the depopulated areas, benefited. The average 
constituency returning a Labour member at that time 
contained 6,000 fewer electors than that returning a 
Conservative. It has been estimated that, had the present 
redistribution taken place before the 1945 election, 
Labour would have won 30 fewer seats. That unfairness 
eliminated, there is at present no reason to believe that 
the electoral system will appreciably favour either party. 
_Itis commonly said that, whoever wins the next elec- 
tion, the will be narrow. Such a dictum fails to 
appreciate how the British electoral system exaggerates 
aerow — in votes into sizeable majorities in seats. 
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Commission on Electoral Systems, fits recent election 
results in Great Britain and New Zealand with extra- 
ordinary accuracy. The Rt. Hon. J. P. Smith then sug- 
gested that, in a reasonably homogeneous country with 
a two-party system and single-member constituencies, 
the ratio of the seats won by the parties should be at least 
the cube of the ratio between the votes cast for them. In 
other words, if the ratio between votes is A:B the ratio 
between seats should be at least A*:B*. When that 
formula is applied to the last five New Zealand elections 
the composition of the House of Representatives can be 
calculated from the division of the votes with an average 
error of only one seat (in a House of 80 members). When 
it is applied to the three general elections which have 
occurred in Britain since the return of a predominantly 
two-party system in 1931 the average error in calculating 
the division of the contested seats won by the major 
parties is—fantastic though it may seem—two seats. 
There is nothing magical about this formula. There ts 
no reason why it should fit with such uncanny accuracy 
the results of the next election. Nevertheless its results 
coincide generally with more empirical calculations which 
have been published about the relation between seats and 
votes. If the formula is generalised it may readily be seen 


Germany’s 


ITH wise words such as the Germans have for 
decades been unaccustomed to hear from their 
rulers, Dr Adenauer enjoins the Federal Republic of 
Germany to conduct itself in 1950 with patience, tact and 
circumspection. Germany has no Talleyrand in Dr 
Adenauer, but it has at least a politician. For a short 
space, perhaps, the Germans are not cursed by the 
presence of a “ great man ” at their head ; instead they 
have a Chancellor who, despite a tendency to take 
decisions without reference to his Cabinet or Parliament, 
believes in the golden mean. For a while, too, the two- 
thirds of Germany which is ruled from Bonn is free to 
turn its face to the west ; the chances of its maintaining 
that freedom increase with every day that it remains cut 
off from the east Elbian area which traditionally links 
Germany to Poland and Russia. 


In the eastern Germany that is ruled from Berlin— 
and Moscow—the process of perfecting a “ people’s 
republic ” is gathering speed. Developments there con- 
tinue to leave the advantage with the west. As the purges 
reach ever deeper into the ranks of the bourgeois parties 
and business men, in accordance with the instructions of 
the Cominform, the gulf between life in the two German 
states becomes wider and plainer. For a while yet, 
American aid will continue to provide western Germans 
with a standard of living not far below the prewar levels, 
save in the matter of housing. The eastern Germans will 
continue to receive Russian flattery in exchange for 
economic extortion. Even the hopes of that shadow 
sovereignty which they expected to gain from the estab- 
lishment last autumn of the People’s Republic have 
faded. The puppet politicians in Berlin are bound by 
the punitive conditions imposed at Potsdam, and are 
strictly on probation. The task demanded of them is to 
liquidate all critics of Russia, to organise the overthrow 
of the Bonn Government, and to force the western 
occupation forces to withdraw. Until that day, they have 
the cold comfort of knowing, in President Pieck’s words, 
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how a narrow lead in votes is likely to be magnified into a 
comfortable Parliamentary majority. If 600 seats are 
divided between the major parties the formula gives the 
following table. 


Per cent. Division Majority 


of (Ignoring 
Major Party Vote Seats Lesser Parties) 
NED ctw. acre cc0' Gs een 520— 80 440 
ME os cath shegs s 464—136 528 
AB iis Ss US ive 3588—212 176 
ee ee ee wee wes 536— 264 72 


| itaay EERE ee 318—282 36 
| ee | ee rar 300-—300 eee 


Even if there is a bias in the electoral system which 
means that one side wins more seats than the other for 
a given percentage of the vote, there is no doubt that on 
the average in recent elections between 15 and 20 seats 
have changed hands for every one per cent turnover in 
votes ; a turnover of 15 to 20 seats means of course a 
change of 30 to 40 in the size of the Parliamentary 
majority. : Those who profess belief in a Parliamentary 
majority of under 40 presumably have an intuitive per- 
ception of what the division of public sentiment will be 
to within one per cent. 
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that they are guarded by “ the unshakeable Stalin Watch 
on the Elbe.” 


For a short while, therefore, the three western powers 
and the western German moderates have still a chance to 
achieve some consolidation of strength. What use are they 
likely to make of it in 1950 ? The targets at which the 
Germans will aim this year are already clear. Dr 
Adenauer means to gain by his patience, tact and circum- 
spection complete sovereignty for his government, and 
every possible economic advantage for his country. 
Indeed, no freely elected German Government could aim 
at less. Specifically, the Federal Government, which 
leans heavily on the support of the industrial and busi- 
ness circles, will seek to end the restriction of steel 
production to 11.1 million tons, the restrictions on ship- 
building, the bans on civil aviation and on the manufac- 
ture of synthetic oil and rubber, and the unilateral sub- 
ordination of German heavy industry to the Ruhr 
Authority. It will ask to take over the reorganisation of 
the Ruhr steel trusts, which German experts are at 
present being required to carry out under Military 
Government Law 75 ; in this way it will make certain 
that no drastic structural changes in the Ruhr combines 
are made, and that the old shareholders are enabled to 
become owners of the reorganised trusts. The German 
trustees, now working under the Tripartite Combined 
Stee! Group, will then no longer run the risk of being 
branded by their countrymen as traitors who “ decar- 
telised ” the Ruhr at the orders of the Military Govern- 
ment. 

As for relations with the world outside, the Bonn 
Government will aim at establishing this year a Foreign 
Ministry, with diplomatic as well as consular missions 
abroad. It will also seek to secure a guarantee of 
armed protection. It will object to restrictions on its 
exports to Russian-dominated countries, to conditions 
being attached to the use of ERP counterpart funds for 
investment, to demands for anti-cartel legislation, or for 
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an end to so-called discriminatory trade practices—in 
short, to ali the strings attached by the ECA to American 
aid. At the same. time, it will offer American private 
capital every possible inducement, in the teeth of 
Socialist opposition, for investment in German industry. 
At every turn, unless they deliver the gods, the western 
Powers wii bé& threatened with a Russo~-German 
. rapprochement. Sooner or later, Germany’s representa- 

tive on the Ruhr Authority will demand that the scope 
of its work shall be extended to cover the heavy industries 
of Germany’s western neighbours. The Ruhr Statute, 
framed for a thoroughly controlled Germany producing 
- in a world short of coal and steel, now belongs—as one 
German newspaper recently declared—‘ to the scra 
heap.” In the dominant German view the future of the 
Ruhr Authority in a world of surplus supplies lies in its 
becoming a new form of international cartel. 


As matters stand, it appears that the Ruhr Authority 
will have to expand its realm or dissolve. During 
1950, the alternative will be plainly put before the 
occupation Powers: either control Germany as an equal 
part of a western European economic unit, or not at 
all. For Germans the main question is whether the 
form that the wider integration will take is to be that 
of a Socialist super-state, or of an association of private 
industries, with interlocking capital structures, operating 
marketing agreements. The Adenauer Government is 
working for the latter solution ; so are the managers—the 
technocrats who have taken the places of the prewar 
“ Rubr barons.” 

’ a 


To deal with these clear-cut purposes the Allied High 
Commission still shows no sign of agreeing on a coherent, 
realistic policy for the coming critical period. The tag 
ends of the battered Potsdam agreement still entangle 
the few straggling threads of Western Union. With every 
week that passes, bringing its hundred or so dismissals 
of redundant members of the Control Commission, it 
becomes plainer that British and French “control” of 
Germany will soon degenerate into a farce. Innumerable 
regulations issued by Military Government on every 
aspect of German life are still extant, but in practice dis- 
regarded. By the end of 1950, there will be 3,200 
members of the British element, of which a preposterous 
- number will consist of petty officials administering such 
matters as transport and rations before the eyes. of 
unrationed Germans. That all the best will have resigned 
long before goes without saying. A great number of 
supervisory functions have to be exercised under the 
Occupation Statute by the High Commission, and by the 
Military Security Board established under the Ruhr 
Statute. But few delude themselves with the belief that 
this supervision can be effective. The Occupation 
Statute looks like being a dead letter long before it falls 
due for re-examination in September, 1950. 

A matter of immediate urgency is the future of the 
tripartite coal and steel control boards. Both should now 
be dissolved. The coal board has been the one outstand- 
ing success of the British in Germany, but now its real 
work has finished, True, it is supposed to supervise the 
German draft plan—if it ever emerges—for reshuffling 
the steel and coal trusts under Law 75 ; this task, how- 
ever, belongs to the future, and might well be transferred 
io the appropriate officials of the High Commission. 
Similarly, the Combined Steel Group has to face the fact 
that the supervision of a Law 75 which may never be 
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carried out is no justification for its continued existence. 
As for the Military Security Board, which is supposed 
not only to see that Germany's steel capacity is kept 
within the prescribed limits, but also to prevent remili- 
farisation, it is impossible to be both optimistic and 
realistic about its future. It is not equipped for effective 
work ; it will most certainly meet with German resistance 
to inspection ; and—above all—the will to impose sanc- 
tions is weakening, and the power to impose them has 
never existed. 
x 


The fact has to be faced that the whole basis of Allied 
policy towards the enemy Germany has been dissolved 
by the rivalry with the Russians and by the resulting 
tactics of the military chiefs of America, Britain and 
France. No amount of vague talk about preparing 
Germany for integration in the framework of western 
Europe can conceal the fact that a landslide has begun 
beneath the feet of the Allied High Commissioners. What 
might have been two or three years ago a policy 6: wise 
concession and economic sense threatens to become a 
policy of strategic expediency shaped by fear of the 
Russians, by the delays imposed by French obstinacy, and 
by the lack of a clear-sighted and consistent policy in 
London and Washington. 


A characteristic example of the way in which events 
overtake policy has been the excited discussion about 
German rearmament. The sudden revelation of the end 
to which the present trend of policy logically leads 
brought strong protests from the Foreign Offices and 
from the leading German politicians against the very idea, 
either of a German army or of a German contribution to 
a western European force. Yet it is as clear now that the 
problem of defending western Germany will be solved 
by the Germans on their own (if the Allies do not tackle 
it for them) as it was three years ago that the Germans 
would soon have to be left to run their own economic 
life. The public argument on this matter has been 
allowed to get ahead of official thinking in the Allied 
capitals. Meanwhile the Russian-sponsored campaign 
for the neutralisation of Germany and the withdrawal of 
occupation troops—an idea full of dangers for the west— 
has been given renewed impetus. 


x 


The year opens with Allied policy on Germany—never 
unanimous despite the frequent compromises in which 
logic and realism were blended—as divided as ever. 
Some division there is bound to be between British, 
American and French ideas, and therefore some incon- 
sistency. The threat from Russia has made it impos- 
sible to follow consistently a policy for Germany that 
will be satisfactory in all respects. A clearly charted, 
firmly agreed course is what is needed. On the one 
hand every unnecessary and unworkable restriction 
on the Germans should be removed without delay, 
even if it means dismantling the High Commission ; 
on the other hand the western governments should 
stand firmly by their intention to keep occupation troops 
in the country and enforce a few basic precautions 
against rearmament and Nazi revival, 


The Allies doubtless hoped that the Petersberg 
agreement of last November would give them. breathing 
space to think what their next move should be 
towards granting sovereignty to the Federal Republic ; 
but the Germans are unlikely to concede that breathing 
space and there will have to be some radical and fresh 
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thinking during 1950. The fact has to be kept firmly in 
mind that effective control rests with the American 
element, because of Mr McCloy’s dual role as head of 
the Economic Co-operation Mission and American High 
Commissioner, and that the threat of cutting off Marshall 
aid remains the sole sanction that can be applied to a 
recalcitrant German Government. It is symptomatic that 
practically the only orders to be issued to Bonn for many 
months past have both been on behalf of the ECA, but 
in the name of the High Commission. The end 
of American aid—whether it comes in 1952 or earlier— 


NOTES OF 


Bluff and Double Bluff 


The British political scene, on which the curtain is 
traditionally rung down around Christmas and the New Year, 
has been galvanised into a rude vitality by the increasing 
likelihood of a general election towards the end of February. 
A weekly journal of comment would be foolish to take part 
in the elaborate guessing game which the politicians delight 
in playing with the newspapers over such matters. But one 
fact at least makes an early election extremely probable—the 
elevation to the peerage of five members of the House of 
Commons with safe Labour seats. It is possible to argue 
that it is the Government’s intention to hold a little election 
of six seats (there is one other vacant), with the near certainty 
of winning them all, as a heartening aperitif to an election 
in June. But to deplete central and local party funds for 
such a totally irrelevant performance seems hardly sensible ; 
yet if the general election is not to come within the next three 
months no government would dare to withhold the writs for 
these by-elections. 


The evidence from the honours list has been reinforced 
by other indications of preparation, which if they are not the 
prelude to an early election, must be part of one of the most 
elaborate games of double bluff conceived since the launching 
of “ Operation Overlord.” It is perhaps a shrewd calcula- 
tion on the part of Transport House that, by filling the wind 
with straws, they may stir their opponents to premature 
efforts. Certainly the Conservative Party machine, which 
has been brought to its present pitch of activity largely by 
voluntary effort, could much more easily have its spring 
broken by overwinding than the Labour Party. Of this the 
managers at Abbey House are well aware, and it probably 
accounts for the unnatural sangfroid with which they discount 
all rumours of an early election. 


If there is to be an election in February—and the 23rd 
appears to be the most reasonable date—the probability is 
that Parliament will be dissolved in absentia before the 
scheduled end of the recess on January 24th. This would 
give ample time for the writs to be issued, for the campaign 
to be conducted in full scale and for the Labour Party to use 
to its full the advantages of its Jubilee rally at the beginning 
of February. One thing has become very apparent, that the 
Prime Minister must not only make up his mind at once 
whether there is to be an election in February—it is probably 
already made up—but he must, if he has decided to wait 
until late May or early June, immediately proclaim the fact. 
The country is in the grip of election nerves, and it should 
not be left in a state of suspense throughout the next few 


There is no doubt that the national interest demands an 
election in February, however little the idea may appeal to 
those Labour candidates and organisers responsible for 
retaining Labour’s foothold among the agricultural con- 
stituencies. If the Prime Minister has decided on a 
February election it is probably on the basis of better the 
devil one knows, in the shape of February filldyke, than the 
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will mark the end of Allied power to force a German 
Government to do those things that ought to be done and 
to leave undone those things that ought not to be done. 
The best possible use must be made of that year 
or two to see that it becomes a permanent political and 
economic interest of the Bonn Government to work with 
western Europe and to forge links with it which can be 
broken only with serious risk to the Germans. And that 
means beginning work now on building the military and 
political framework of Europe into which the Germans 
are to be fitted. 


THE WEEK 


devil one does not, the stormy economic weather ahead. The 
British electorate would endorse this as a very reasonable 
calculation. 


The TUC’s Difficulties 


It seems probable that the wages policy recommended 
by the General Council of the TUC will be endorsed at 
next week’s special conference of union executives. How- 
ever much individual unions may dislike the prospect of 
refraining from wage claims for a year, the imminence of 
the election and the desire not to jeopardise the chances 
of a Labour victory are bound to have a powerful influence 
on their decisions. But, even so, the outcome is by no means 
certain. Much depends on the results of the ballot now 
being taken among the miners in the individual coalfields, 
Although the delegate conference of the National Union 
of Mineworkers decided last week to support the TUC’s 
policy, the margin was not very big, and the rank and file 
may well turn against their leaders. The Yorkshire dele- 
gates, for example, voted with the majority, but there is very 
strong feeling in the county about the position of the lower- 
paid workers. 


In the meantime, two important groups are going ahead 
with their claims without waiting for the conference. The 
Confederation of Shipbuilding and Engineering Trade 
Unions has already presented the employers with a demand 
for £1 a week increase. The National Union of Railwaymen, 
in spite of its failure to secure the support of the other 
two railway unions, has now tabled its claim for a £5 
minimum wage. Its action is understandable enough. 
The NUR, after a troubled summer, decided last autumn 
to abandon the idea of a flat rate increase for all their 
members and to concentrate on improving the position of 
the lower-paid men. This decision alone averted the threat 
of a national go-slow movement, and it would be expecting 
altogether too much of human nature that the railwaymen 
now should drop their claim together. 


The General Council is also meeting with difficulties in 
its efforts to persuade unions to abandon their cost-of-living 
and sliding-scale agreements. The offer of the Iron and 
Steel Trades Confederation to give up its agreement was 
conditional on others doing likewise. None of the others has 
agreed, and the National Federation of Building Trade 

ratives has this week told the TUC’s Economic Com- 
mittee that it cannot do so, because of its special circum- 
stances. The builders’ sliding-scale arrangement is on an 
annual, not a monthly, basis, and next month they would 
be entitled to an increase of $d. an hour, which they attribute 
to price rises before and not since the devaluation of the 
pound. Like the railwaymen, the builders undoubtedly have 
a good case, especially as they have already agreed to drop 
their claim for an increase in basic rates. It is nevertheless 
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unfortunate, to say the least, that the courageous attempts of 
the TTUC’s General Council to give a lead to the unions 
should meet with such a doubtful response. 


+ x * 


Chinese Complications 


The British official view about China is that Chiang 
Kai-shek is finished, and if the wishes of British firms trading 
to Shanghai could have terminated his resistance to the 
Chinese Communists, it would have been over long ago. 
The trouble is that he refuses to lie down and, as long as 
he stands on his feet facing the enemy, he will have friends 
in America to argue that resistance to Communism in Asia 
should begin with help for Chiang to hold Formosa—a help 
which would, of course, be incompatible with American 


diplomatic recognition of the Chinese Communist Govern- 
ment. 


Chiang’s stock, after having sunk to an all time low, has 
recently recovered somewhat because, unlike other Chinese 
Nationalist leaders, he has shown an undaunted spirit in 
adversity and his armed forces in Formosa have not so far 





gone over to the foe. They may still do so, but the longer 
they go on failing to desert, the less certain it becomes that 
Chiang must be written off finally, at any rate as a thorn in 
the side of the new regime. ovided that Chiang’s air 
force and fleet, which have so far remained loyal to him, 
do not desert, the strategic prospect for the defence of the 
island should be very good, for an invasion across 100 miles 
of open sea without naval superiority is not an easy 
position for even the most powerful army. It is essentially 
a question, not of strategy, but of morale, and is for that 
reason extremely hard to assess ; for in Chinese affairs even 
the most experienced observers can seldom be sure who is 
going to betray whom, 


For the British Government, which has apparently made 
an irrevocable decision to recognise the Chinese Communist 
Government in the immediate future, this situation threatens 
very undesirable complications. The British policy is under- 
stood to have the good will of the State Department, which 
would like to take similar action. But, as long as America’s 
Far Eastern policy remains indeterminate, Britain will have 
to move with extreme caution. Much of the pressure for 
recognition of Communist China has been due to the hope 
of gaining a stronger juridical position for breaking the 
blockade of Shanghai, but, while there is any possibility of 
further American aid being given to the Formosa Nationalists, 
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any British naval action to restrain their warships would 
involve a serious provocation to a section of American 
opinion which, to judge from President Truman’s veering 
and tacking on the China question, is too powerful to be 
ignored. It is not enough for certain quarters in this country 
to condemn American policy as “ nervous, impulsive and ill- 
directed ” or to talk about “a squalid and useless strugg'e 
in the China seas.” Britain must take account of American 
popular reactions about which the only cause for surprise, in 


view of past history, is that they have not been stronger than 
they have. 


a 


A most delicate problem will also have to be faced in con- 
nection with the credentials for Chinese representation on 
the Uno Security Council, the Far Eastern Commission and 
the Allied Council in Tokyo. How can Britain recognise 
Communist China without supporting the Soviet thesis 
against the United States on these issues? Is America, 
despite Marshal Aid and the Atlantic Pact, to be voted down 
internationally by a British-Soviet bloc ? One would like to 
think that the British Government had given full thought 
to these questions, but, with a general election so near, 


there is always a danger that such minor matters may be 
overlooked. 


x * x 


M. Bidault’s Budget 


All through the Christmas season, M. Bidault has been 
bludgeoning his budget through the Assembly with persistent 
use of the vote of confidence on every major disputed clause. 
In all the Assembly has been compelled to vote on six of 
these and at times the government’s majority has fallen as low 
as four. Even so, the budget remains unbalanced, since the 
Assembly will not vote more than 2,245 billion francs in 
place of the 2,275 billions originally yequested by the gov- 
ernment and the projet, in its unbalanced state, has still to 
face the known disapprobation of the Council of the Republic. 
If the second chamber should reject it, M. Bidault must 
secure an absolute majority for its repassage in the Chamber. 
This he is most unlikely to do, for, although the Socialists, 
Radicals, Centre groups and Popular Republicans who nomi- 
nally support the Coalition have a firm majority, it is rare 
for any government issue to be sufficiently acceptable to all 
groups for their voting strength to be mobilised in full. 


This difficulty impedes the passage through the Assembly 
of any major project ; and, even if M. Bidault at last brings 
his budget into harbour, his administration must immediately 
face a new storm in the shape of a bill to restore collective 
bargaining and define the conditions under which compulsory 
arbitration will be enforced. The Socialists—who command 
over a hundred seats—insist that the Bill shall include a pro- 
vision ensuring a minimum wage. The Radicals, committed 
to almost complete non-intervention by the state, may refuse 
to accept the clause. Yet if the Government cannot pass the 
wage bill speedily, it will be under strong Socialist pressure 
to take action to grant bonuses to the lower paid workers. 
The present likelihood is therefore a repetition of the stormy 


debates of recent weeks and of a new resort to the vote of 
confidence. 


It is difficult to see how else the coalition could proceed. 
Nothing holds it together beyond an instinct that it is proba- 
bly as well for France to have some sort of government, but 
this is not a sentiment that can be mobilised every time 2 
detail of legislation needs to be passed. United by 10 
common policies and by few bonds of friendship, the Coali- 
tion’s best nope is not to legislate at all. Unhappily, the 
country must have its annual budget, and from time to time 
—as now—-the trade unions raise again the problem of wage 
rates. It is, therefore, by no means certain M. Bidault’s 
crew will be able to navigate the present rapids into the 
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calmer waters of legislative inertia beyond. Meanwhile, it is 
surprising how well France has come through the last year 
with the minimum of real government. 


* * * 


« Containment” on the Caspian 


Before the Shah left the United States on December 30, 
President Truman joined with him in issuing a statement on 
the “common problems” which face their two countries, 
and on the possibilities of American aid for Persia. This, 
said the statement, would take the form of American govern- 
ment support for Persia’s requests for loans from the World 
Bank and for assistance through United Nations agencies. It 
also pledged “ certain military assistance” to be given in the 
interests of Persian security. 

This last phrase may have a quite satisfactory ring to 
British minds, which know that in no circumstances, short 
of a flagrant aggression by another power, does Congress 
agree to go to war ; but the Russians do not know or will not 





understand this fact. To judge the impression created by 
the statement in Moscow it is necessary to imagine what the 
eftect would be in western capitals if the assurance had been 
given to the Shah not by Mr Truman but by Mr Stalin. 
There would be consternation everywhere and the act would 
be considered highly provocative. 


_ Yet this kind of American policy is not new. Ever since, 
in March, 1947, President Truman gave his first personal 
dramatic undertaking to provide aid and protection to 
Greece and Turkey, the United States has been committed 
to sharing in the defence of the eastern Mediterranean and of 
the Middle East with its oilfields. The line it decided to 
reinforce was the mountain frontier of north Greece and the 
Caucasus—the line known, in Middle Eastern forces slang, 
as “the roof.” Until now there has been a serious gap in that 
line. It ran from the Albanian frontier through Thrace to 
the Black Sea, and then from Trebizond to the north-east 
corner of Turkey ; but beyond this lay an open door to the 
south—the long flat road down the Caspian coast and into 
Persia. To extend military aid to the forces across this road 
is beyond doubt logical. The question for America’s Atlantic 
Pact partners is whether such a move is not more dangerous 
than useful unless the aid given is of real military signifi- 
cance. The answer presumably is that the Americans want: 
to produce not a defence line but a deterrent. Nothing the 
Persians could do. would stop a modern army on the move ; 
but some measure of strength might delay that army’s decision 
to start. 

President Truman seems to have overlooked the psycho- 
logical differences between Turks and Persians. In Turkey, 


ll 


US aid is going to people who are fiercely anti-Russian any- 
way, and among whom Communist propaganda can therefore 
make no headway. In Persia it is going to a people that has, 
hitherto and for generations, sat upon the fence. There are 
plenty of Persians who feel, with some reason, that Russia 
is near and who fear the gifts brought from far away America. 
What are they going to think of their Shah for making such 
a decisive gesture in Washington ? Its reception will be 
mixed unless it is quickly followed by material proof of 
support in the shape of money, or spectacular machinery for 
Persia’s army or for its seven year economic plan. 


” * * 


Corporations in the Colonies 


The Colonial Development Corporation has not so far 
received so much attention as its twin, the Overseas Food 
Corporation, which is responsible for the East African 
groundnut scheme. But it was given its fair share of pub- 
licity this week with the announcement that negotiations with 
the International Bank for Reconstruction and Development 
for a loan of $5,000,000 have fallen through. The break- 
down of the negotiations is discussed in detail in a Business 
Note on page 39. Here it is enough to point out that the 
loan was needed to buy specialised engineering equipment 
which it was intended would be available for all the 
projects on which the corporation is at work. This was 
obviously an efficient way of buying and using dollar 
machinery. If each colonial government had to buy it on 
its own, there would not be nearly enough of it to go round 
even if the dollars could be made available. 


The setting up of a central pool of equipment, as of a 
central pool of technicians, is so very much a ratson d’étre of 
the Colonial Development Corporation that one wonders 
more than ever why Lord Trefgarne allowed the negotiations 
for the loan to fall through. It is true that alternative equip- 
ment is said to be available, but the corporation’s own report 
pointed out that, by reason of its efficiency and of shorter 
delivery dates, American equipment was in most cases the 
best. 


The breakdown of the negotiations ought, therefore, to 
be an occasion for some hard thinking about the future of 
these big corporations that are carrying out development 
overseas. It is not only the mishaps of the groundnut scheme 
that arouse doubts whether they are fulfilling the functions 
intended for them. When they were first mooted they were 
regarded as a means of bridging the gap between what the 
colonial governments could do for colonial development 
under the Development and Welfare Acts and what private 
enterprise could do. The corporations would have the back- 
ing of the Treasury but would not be subject to detailed 
control by either the Treasury or the Colonial Office. Yet 
this independence ought never to have been intended to 
give either corporation freedom from public criticism of 
activities which are, after all, being carried out with public 
money. Both corporations, however, give the impression 
that they think they should be immune to scrutiny in press 
and Parliament, an impression which is strengthened by Lord 
Trefgarne’s statement on the proposed dollar loan. He 
said that the International Bank’s conditions were “ not 
reconcilable with the principles and methods by which the 
corporation operates.” The British public would like to 
know a bit more about what those principles and methods 
amount to. The two corporations are an experiment in 
colonial development, and they must expect to be tested, as 
all experiments are tested, for an assessment of their success. 


* * * 


New Job for the British Council 


As from this week, the British Council takes over the 
welfare of all .colonial students in this country. At first 
sight, the news that it is to spend an additional £515,000 
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between now and 1954 contrasts oddly with the severe cut 
in expenditure on information and publicity services to which 
the Government is committed. How does its new commit- 
ment tally, ask the council’s perennial critics, with the ruling 
that it is to cut its expenditure by £325,000—roughly one- 
tenth of last year’s estimates—as well as to “absorb the 
effect of devaluation” ? Or with the notices of dismissal on 
grounds of economy that are now being served upon long- 
standing members of the staff ? 


The anomaly is in fact only apparent. The council has 
always drawn its funds from three departments: the Foreign 
Office, the Colonial Office, and, to a lesser extent, the 
Commonwealth Relations Office. Each of these makes its 
own bargain with the Treasury. Each is liable to the new 
10 per cent cut upon its publicity services. But each can 
apportion that cut as it likes. The Foreign Office is going 
to pare the council’s share of its funds ; the Colonial Office 
is not going to do so—it may even increase it. In addition, 
it has decided to hand over to the council’s experienced staff, 
which handles overseas students within the United Kingdom, 
the whole task of looking after the young men and women 
from the colonies who are now working here. 


The job will include the housing of 200 students in a new 
London hostel—the former Hans Crescent Hotel—as well as 
the assumption of responsibility for Colonial Office hostels in 
the provinces. The Finds will come, as to £425,000 out of 
£515,000, from the Colonial Development and Welfare 
Fund, and will be managed by the council in a separate 
account. Thus the council is simply to take on and expand 
a very necessary piece of work that was being done less well 
elsewhete. 


In a word, at least one Government department has sensibly 
marked its appreciation of the council’s work in this country. 
Quite apart from questions of colour, a big metropolis is a 
lonely place, and the scholastic advantages to be found in 
England can only too easily be outweighed in the mind of 
the colonial student by boredom, loneliness or a sense of 
social bitterness. Several private organisations do their best, 
but it is right that public funds should be applied to it, 
since in the long run more goodwill can be earned, more 
trade encouraged, and more done to check infiltration of 
Communism into the colonies if the future public figures in 
the colonies—the present colonial students—are enabled to 
enjoy their sojourn in Britain. 


The Commonwealth Relations Office would do well to 
follow this good example and offer similar amenities to 
students from India, Pakistan and Ceylon. 


Classes Without Workers 


That great national institution, the Workers’ Educational 
Association, faces a grave dilemma which has been more 
candidly discussed in the press than in the annual report 
which has just appeared. A movement which once played a 
pioneer part in equipping ambitious and talented workers for 
the political stru the early twentieth century has 
become less and less militant and more and more middle- 
class. The students’ homework has dwindled, the teachers 
have turned increasingly into lecturers, and the toilsome 
search for knowledge and ideas has given place—at least in 
some classes—to more dilettante interests. Like all generous- 
minded organisations the WEA has dispersed its effort and 
widened its range in order to gain prestige—and ultimately 
to increase its income. And it is clear that a 
the course of the year, receives a grant of £3,000 from the 
Ministry of Education and £500 from the National Union of 
General and Municipal Workers has to steer a tricky course 
between propaganda and pure instruction. 


body which, in 
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On the surface the report has much Tae ee enae: 
Three-year tutorial classes (this is the real stuff) numbered 
889 during last year: this was nearly equal to the prewar 
figure, but was below that of 1930. e number of courses 
(6,380) and of students (111,351) rose sharply above the 
figures for 1947-48. There was obviously much useful 
organisation and a great deal of that zealous co-ordination 
with all and sundry, at home and abroad, which is the bane 
of such voluntary organisations. But when one looks at other 
figures in the report the picture is less reassuring. Only a 

of the students can be classified as manual workers, or as 
people whose education stopped at 14 or earlier. Out of 
roughly 93,000 students, 27,000 are classified as occupied in 
“home duties and nursing,” over 11,000 as teachers, and 
4,500 as professional and social workers. This mingling of 
persons of different status produces excellent political but 
poor educational results, and leads to the formation of classes 
which can become happy hunting grounds for bright young 
people who confuse teaching with self-expression. Well over 
half the students attend classes of less than twenty meetings, 
and 31 per cent are studying literature and arts against 56 
per cent engaged in such “ social studies ” as economics and 
history. 


The tradition fostered by such men as Professor Tawney 
is not one to be lightly sacrificed, but those who run the 
WEA should face the fact that the conditions and demands 
which brought it into existence are rapidly disappearing or 
changing. The title has become a misnomer, the ideals are 
lofty but confused, and the student has been given too many 
soft options. The WEA needs to undergo a period of soul 
searching and self analysis to discover how it may effectively 
fit into the schemes of after-school education which are now 
evolving. 


Victory for the Wafdists 


The victory of the Wafdist party in the Egyptian general 
elections last Wednesday was altogether unexpected. It was 
thought likely that they would win more seats than any one 
of the other parties, but it was believed to be most improbable 
that they would gain, as they have done, an absolute majority. 
At the time of going to press they are sure of at least 160 
seats out of 319 in the Chamber of Deputies. Their success 
is evidence of the fairness of the elections and of the integrity 
of the present Prime Minister, Hussein Sirry Pasha, 


The leader of the Wafdists, Nahas Pasha, is one of the 
outstanding political figures in Egypt ; he is, unfortunately, 
persona non grata at the Palace, and a constitutional issue of 
some importance might now arise as the result of his victory. 
His absolute majority entitles him to refuse to form a coalition 
government of the type that the King has always favoured 
before ; yet it seems unlikely that King Farouk will ask him 
personally to lead the new government. There is a precedent, 
however, for a way out of the dilemma ; in 1926 Zaghlul, 
who, like Nahas, was at loggerheads with the monarchy, took 
the post of President of the Chamber, not of Prime Minister, 
and was content to rule from behind the scenes. Nahas Pasha 
has in Sirrag el Dine Pasha an exceptionally able lieutenant, 
and it might well be politic for him at this critical stage in 
Egyptian affairs to follow Zaghlul’s example and to put Sirrag 
el Dine forward as Prime Minister while he himself rests 
content with the Presidency of the Chamber. 

From the point of view of Britain, the result of the 
elections, though welcome, is not likely to mean very much 
at the moment. It would be a mistake to renew negotiations 
immediately for a treaty ; British prestige has suffered enough 
ren deuce dee So long as 
events do not make a new treaty an absolute necessity White- 


hall should be content to jog along without one in ive 
pastas it has dua bob te dutaeyaee 5 
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Wreckers Win at the Thyssen Works 


When Dr Adenauer put his signature to the Petersberg 
Agreement in November, the tale of dismantling in 
Germany’s heavy industry was supposed to be closed. The 
rejoicings over the news, in which workers shared with 
managers and owners, were indeed heartfelt and reflected a 
great improvement in relations between the British and 
Germans. But a struggle immediately developed once more 
over the Thyssen works, once the largest iron and steel plant 
in Europe. The race to dismantle this plant before the 
Petersberg Agreement came into force was won by the 
wreckers. A plant which could produce 2,300,000 tons of 
crude steel a year has had its capacity reduced to 117,000 
tons. Pig iron capacity, on the other hand, has been left 
at 600,000 tons a year. With so much iron, and so little 
steel capacity, the Thyssen works have been left in a state 
which makes ecopomic nonsense. 


Moreover, allegedly at the insistence of the French, a 
new type of limit has been imposed on the Germans. 
Hitherto they have been restricted to an overall steel output 
of 11.1 million tons a year ; now they are informed that the 
Thyssen works itself must not increase its steel capacity 
beyond the present 117,000 tons. Small wonder, therefore, 
that the Vereinigte Stahlwerke, which owns the plant, and 
the Economics Minister of the Land North Rhine- 
Westphalia, seized upon a loophole in the Petersberg Agree- 
ment, which permitted parts “of trifling value” to be 
retained even if they had already been dismantled. By a 
stretch of the term, the Germans now ask for the retention 
at the Thyssen works of at least one blooming mill, now 
dismantled and crated for delivery to Britain. As this mill 
could handle many times the quantity of steel which the 
works cam at present produce, the German object is clearly 
to restore the plant to a capacity of about 800,000 tons a 
year—a task which they could achieve given the blooming 
mill and fourteen months for repairs. 


13 


But the British and French are adamant, standing on the 
letter of Petersberg as they did for four years on Potsdam. 
Confused conceptions still lead them to suppose that the 
destruction of a great steel plant is sound politics, even if 
poor economics. As far as German competition is con- 
cerned, steel men in Britain and France are fully aware that 
Germany will have secured a great advantage if, after 
removal of old plant, American or Swedish capital is found 
to re-equip the Ruhr. American finance may well discover, 
when restrictions are forgotten in a few years’ time, that 
the Thyssen works stand on the best natural site for an 
integrated steel mill and continuous strip mill in Europe. 
The Ruhr possessed at Dinslaken the only broad continuous 
strip mill on the Continent before the war ; it has been dis- 
mantled and sent to Russia. While the British industry is 
going ahead with its erection of more of these $200 million 
mass-production units the French celebrated on December 
23rd the start of work by the Société Lorraine de Laminage 
Continu (SOLLAC), the largest of such projects on the 
Continent. After a long tussle over an enterprise of doubtful 
profit, ECA dollars have finally been secured for this new 
departure in French mass-production. A French dream 
seems to be coming true—as the Thyssen works and Dins- 
laken stand wrecked, a vast heavy industrial project takes 
shape on French soil. Yet western Europe is already faced 
with a surplus of steel and cries out for more French wheat 
and meat. So much for integrated planning and the French 
desire for it. 


* * ad 


More Light on Kostov 


The full official report on the Kostov trial, published in 
Sofia, reveals clearly that the men around Kostov formed a 
very strong and well organised group, which was definitely 
“ anti-Soviet ” in that it opposed the complete economic sub- 
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jugation of Bulgaria by the Soviet Union. It is made clear 
that, as the economic dictator of Bulgaria, Kostov bargained 
very hard with the Russians, and refused to sell them ex- 
clusively produce, such as tobacco, which he could and did 
sell for better prices in western Europe ; he also gave orders 
to his subordinates in the economic ministries to treat all 
Soviet trade negotiators and representatives as foreigners, 
and to refuse to reveal to them the contracts or negotaitions 
which Bulgaria had with other countries. 


Furthermore, Kostov is revealed as expressing the opinion, 
both in the cabinet and at the meetings of the central com- 
mittee of the party, that “ without the help of the capitalist 
west, Bulgaria cannot restdre its national economy or guaran- 
tee its peaceful development.” Even worse, he toyed with 
the idea of accepting Marshall aid, until strict orders came 
from Moscow for its rejection. The Finance Minister, 
Stefanov, was also in favour of accepting Marshall aid, and 
spoke with envy of Tito’s Jugoslavia, which had “a sober 
and realistic policy.” The other economic ministers com- 
plained several times that “the shortage of certain goods in 
Bulgaria” was due to the fact that “these goods were ex- 
ported to Soviet Russia”—an obviously true and justified 
complaint. 


These “treasonable ” activities of Kostov and the other 
Bulgarian cabinet ministers would have been considered 
normal and highly patriotic in any non-Communist state. 
But Moscow’s control over the Cominform countries is now 
being tightened up to such an extent that not even the 
slightest comp!aint against any aspect of Soviet policy is 
allowed and no independence, from the instructions even of 
minor Soviet officials, is tolerated. The Kostov.case shows 
how the Soviet policy which led to the breach with Tito is 
resented and opposed even by the most loval and most 
fanatical Communist leaders outside the Soviet Union. 
Kostov’s hanging is a grim warning to all satellite statesmen ; 
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but one wonders for how long Moscow will be able to keep 
up this naked terror against Communist leaders of long 
standing and great experience in conspiratorial work. 


* * x 


Civil Servants Sabbatical Year 


A small and (perhaps unjustly) envied group of senior 
civil servants swoops about the world like swallows from 
London to Washington, Buenos Aires or Colombo with a 
week-end now and then in Stockholm or Paris, touching 
down now and again for a breathless consultation with the 
Treasury, the Board of Trade or the Ministry of Food. But 
the great majority of the senior civil service polishes its 
trousers for forty years without prospect of more than a fort- 
night’s annual leave in Brittany or Switzerland and without 
any expectation of working outside the walls of Whitehall or 
Harrogate. It is for these involuntary stay-at-homes that 
the Nuffield Foundation has just offered three travelling 
fellowships a year to be awarded to outstanding men and 
women in the Home Civil Service between the ages of 30 
and 45. The avowed object is to give them the opportunity 
of becoming better acquainted with the administration, 
problems and experience of other parts of the Commonwealth, 
or if necessary, of foreign countries. The unavowed object 
is to provide a chance for them to lift themselves out of the 
day-to-day routine. 


There is a certain irony about the way in which the 
Treasury allows itself to be pushed by private benefactions 
down a road that it has been reluctant to tread. In 1944 the 
Assheton Committee in its report, “ The Training of Civil 
Servants,” recommended that promising young civil servants 
should be given a sabbatical year. (The Commonwealth 
Fund of New York has, in fact, offered three fellowships for 
travel in the United States to civil servants since 1937). 
The Treasury, which has argued that pressure of business 
makes such a scheme impracticable at present, has accepted 
the idea with grace once the Nuffield Foundation has offered 
to put up the cash. 


There can be no doubt that both the Nuffield and the 
Commonwealth Fund schemes are valuable. The war 
mixed up the outside world with the civil service, by im- 
porting scientists, economists and business men into it. 
The fellowship schemes, on a very modest scale, will propel 
civil servants into the outside world. It is to be hoped that 
the Treasury will soon be able to extend the idea of a 
sabbatical year to others—on its own initiative. 


* * * 


No Priority for Schoolchildren 


_ Once again, a medical officer of health has called atten- 
tion to the breakdown of the priority dental service for 
mothers and children since the national health service was 
introduced. As long ago as last July the subject was raised 
in a debate on the adjournment, and the official answer was, 
in effect, that the Government hoped that Whitley council 
machinery would soon be set up which would enable new 


salary scales for dentists in the service of local authorities . 
to be negotiated. 


That was six months ago, and Whitley machinery has stil! 
not been set up. Local authorities are bidding against each 
other for the services of dentists, and dentists are continuing 
to leave their clinics for tal dental practice. It was 
recently stated that the achoak dental service has only the 
equivalent of 500 to 600 whole time dentists, compared with 
921 at the end of 1947—which was itself not enough to 
provide adequate attention for each schoolchild. Nor is it 
only children’s teeth that have suffered through the intro- 
duction of the health service. There have been constant 


complaints about the time, sometimes amounting to many 
months, during which children have to nok teers they 
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receive the spectacles they have been prescribed. It is true 
that if the case is considered urgent the optician and manu- 
facturer can shorten the delay by giving that particular child 
priority. But it is no one’s business to see that they do so, 
and in any case ought not every child to be given priority 
over the general run of the adult population ? Treatment, 
— of eyes or teeth, has double the value when given 
early. 


The Minister of Health must bear a great deal of responsi- 
bility for this breakdown in the priority services for children. 
It is he who, by providing a free and unnecessarily elaborate 
ophthalmic service for the general population, has caused the 
delay in the provision of spectacles for schoolchildren. It 
is he who, by providing an extravagant system of financial 
incentives for dentists in general practice, has caused dentists 
to leave the service of local authorities. It is now up to him 
to see that the priority formerly given to children is restored. 
At the very least he should see that the obstacle to sctting 
up a dental Whitley council is removed. A new salary scale 
which the local authorities, having regard to the salaries of 
their other employees, can agree to may not be sufficient to 
attract dentists to their service so as conditions in 
general practice remain so favourable. But not even a start 
can be made in restoring the priority dental services until 
one has ee drawn up. 


* * nt 


How Many Scientists ? 


The Ministry of Labour has at last produced five 
pamphlets (with a promise of seven more to follow) dealing 
with supply and demand “for persons with professional 
qualifications ” in Physics, Geology, Chemistry, Architecture 
and Electrical Engineering.* These small pamphlets are of 
importance, for they turn the vague and global estimates 
of the Barlow Committee on the demand for scientific man- 
power into specific calculations for individual professions. 
Where the Barlow Report in 1946 recommended in general 
terms that the output of scientists should be doubled, each of 
these pamphlets calculates the demand and supply for quali- 
fied men and women in its own field, The result should be 
valuable to parents and intending students in order to guide 
them in the choice of their careers ; to businessmen to help 
them to know which of their vacancies will become easier 
to fill, and to the universities to guide them in planning the 
expansion of their various scientific departments. 


In the three and a half years which have elapsed since 
the Barlow Report was published great changes have taken 
place. There are now two to three times as many physicists 
in training as before the war, six times as many geologists 
and nearly three times as many architects: the figures for 
chemists and electrical engineers are not given, but the 
increase in the last three years has been great. As a result 
supply has in three out of the five professions caught up, 
or all but caught up, with demand. Only in the case of the 
chemists does supply continue to lag ; industry is apparently 
insatiable in this field—a 40 per cent increase in the demand 
for chemists was estimated by a group of 16 firms over the 
next five years. The demand for electrical engineers also 
exceeds the supply, but there are already plans for meeting 
this deficiency. In the other three professions a rough balance 
has been achieved, and after 1951 the demand for physicists 
is expected to fall sharply. Similar results are likely to be 
found for the seven other professions, which are to be the 
subject of future reports. 


* * * 


Finns Under Pressure 


This year the Russians have lost no time in putting 
pressure on Finland ; the baiting season usually begins about 


 * HMSO. 6d, 
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March. Indeed, the first item of news to greet Finns in the 
New Year was that Mr Gromyko, now Soviet Deputy Foreign 
Minister, had received the Finnish Ambassador in Moscow 
and demanded an explanation of why Finland had not yet 
handed over more than 300 persons wanted by the Russians 
as “war criminals.” This demand was backed up by a 
list, of which no details have been published, except that it 
includes the names of 56 people “already known to the 
Finnish Government.” It was stiffened by the accusation 
that the Finnish authorities are helping the “criminals ” by 
giving them forged identity papers and permitting them 10 
use false names. 

From this last point it appears that many of the people on 
the list will turn out to be refugees from the Baltic States 
whom Mosé¢ow claims as Soviet citizens. A small number of 
these unfortunates were returned to Russia under strong 
pressure a couple of years ago. But the real purpose of this 
move is not likely to be a sudden desire to usher in the New 
Year with an assertion of Soviet sovereignty ; it is almost 
certainly an attempt to influence the forthcoming elections of 
the next President of Finland. 


On January 15th and 16th all qualified voters will choose, 
on a basis of proportional representation, the 300 members 
of the electoral college whose duty it is to elect a President 
by secret ballot. This body will meet in Helsinki on 
February 15th under the chairmanship of the Prime Minister 
and, without discussion, make its choice by a majority vote. 
The next President will enter on his six-year term of office 
on March Ist. 


There is little doubt that President Paasikivi will be re- 
elected. This prospect annoys the Finnish Communists and 
does not please the Russians. Their propaganda organs have 
for several months past been indicating intermittent dis- 
approval of the tone of discussions on the election, the choice 
of candidates and the probable results. But, even when 
reinforced by Mr Gromyko’s recent demand, propaganda is 
not likely to affect the results in favour of the Communists. 
The Finns have learnt thoroughly the art of being inde- 
pendent without being provocative and neighbourly without 
being subservient. 


* * t 


Statesmen of Good Will 


If Mr Rajagopalachari, Governor-general of India, 
adheres to his intention of retiring shortly, a second of the 
small band of great names associated with the struggle for 
independence will disappear from India’s public life, this 
time fortunately by voluntary retirement and not by an 
assassin’s shot. Most of Mr Rajagopalachari’s seventy-one 
years have been spent in the service of “ the cause.” Almost 
inevitably, a leader in such a struggle is apt to become em- 
bittered and to brand all who are not with him as against him. 
Yet, while he yields to none in patriotic ardour and determina- 
tion, the clarity of Mr Rajagopalachari’s thought has never 
been clouded by his feelings, and no crisis has ever stung 
him out of the gentle persistence characteristic of his speeches 
and writings. “ Raja-ji” (as he is affectionately called) was 
at Gandhi’s side in all his political igns and took his 
turn im prison with the rest; but he has always been a 
shrewdly independent thinker, a realist and a moderate— 
attributes all too rare in revolutionary ranks. 


Prior to the Cripps offer, the British Government could 
always refuse to grant independence on the ground that there 
was no agreement between Hindu and Moslem. The out- 
ones was that tremoved deus f tae dass oe ening 

it remov itish sincerity by stating 
Clearly for the first time that their failure to agree seed not 
impede Indian independence... When. the Congress party 
rejected this offer in 1942, “ Raja-ji” did not hesitate to 
point out, with his usual logic and his usual gentleness, that 


by insisting that independence was saceseabie Sale to a united 
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India, the Congress party 
British rule. Slo mcged thes ii-wop- beter to te gesticigned 
and free than to be united and unfree. This deviation from 
the party line caused his “ soundness ” to be distrusted and 


was ensuring the continuance of 


for some had brought vores: in the wilderness. By 1947 political 
realities the party round to accept ition as 
inevitable, and 03 ” found — ned views 
once more in accord the party line. 

As from 26, when India formally becomes a 


expected in India that Dr Rajendra Prasad, another life-long 
party stalwart, who has been presiding over the labours of the 
Constituent Assembly, will be elected first President of the 
Republic without a contest. . 


Dr Rajendra Prasad who, like Mr Raj i, has won 
for himself a nickname of affection—* R: *__is 
noted for his wise good hum, hs tlerance and hs chai 
rspetsedk ellen ae ea eaained aealilones dienes: 
res broad views i- 
tion, Khawaja Narimuddin, is ay ordacmanne ae the 








border in Pakistan. In view of the pri deplorable rela- 
tions that exist between the two Di currently 
have Se ie oe ee es 
the outside observer is to suppose that India and 
Pakistan to safe ‘offices, where their 


influence on curse of event can be sic ied those 


outstanding men who are temperament most fitted to 
compose their differences. Kremlin must be delighted. 
x a * 


Copper or Bobbie? 


Local branches of the police have recently been voting 
on the question whether the traditional helmet is to be 
retained or replaced by a flat cap. Opinion within the Force 
appears to be divided. There are no doubt technical argu- 
ments for and against on grounds of comfort, of convenience 
in moving through doorways, or of resistance to glass bottles 
and coshes. But the question is one ultimately to be decided 
by the Home Secretary on grounds of national policy, having 
regard for psychological considerations which transcend mere 
calculations of efficiency. There is about a British 
policeman’s helmet which is in the fullest sense of the word 
disarming. The helmet increases a man’s natural stature 
and thus provides the guardian of the law with that more than 
human size which the ancients to be a mark of 
divinity. In a crowd the approach of the forces of order 
can be seen from a distance, and awe is often thereby struck 
into unruly hearts without any need for use of the truncheon ; ; 
whereas pee flat caps have to hack their way violently 
through of humian beings in order to make their 
presence k “The helmet is conducive to a stately dignity 
LE essed" leicaie Nieapeceetions ander antic her, 
which, if we are to judge from films, are characteristic of the 
police of some other countries and lead to many errors and 
miscarriages of justice. 


Above all, the helmet inspires affection as well as awe, 
and for this reason is a most im t f 

our national constitution. It 
because it looks u: by 

and is somehow even a subject for humour. Some policemen 
resent this, and it is true Sos young men aaieinnt teed 
of intoxicating liquor are by. the 
desire to knock a policeman’s helmet off his head. But this 
is a small price to pay for a symbol which creates between 
police and public a bond of friendly feeling such as is rare 
in human societies. 


The policeman, after all, is a man whom human beings 
have invested with power over themselves in order to restrain 
Oe ee but being himself also a man, he is 


always -in-danger of by power. He is 





~ being: corrupted 
Leviathan, potentially totalitarian. In many countries the 
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Ordinary man regards him as an enemy, and even in the most 
orderly and democratic lands the sense of fear in his presence 
is never entirely eliminated. To counteract this underlying 
psychological tension, it is essential that he should not take 
himself too seriously as the incarnation of the state, but strive 
to be, and look like, the citizen’s friend. Herein lies the 
significance of the helmet; it gives just that touch of 
avuncular benevolence which is missing in a flat cap. May 
it long remain among the most cherished of our national 
institutions! 


Shorter Note 


The Treasury has issued information about the increased 
demand for British books in the United States and Canada 
since devaluation. Two Oxford booksellers, Messrs Black- 
wells and Messrs Parkers, report a sharp increase in the 
American demand for secondhand and rare books from 
Britain ; and the Oxford University Press are now exporting 
§0 per cent of their total output, of which 17 per cent goes 
to hard currency areas. It is to be hoped that the publicity 
given to Oxford will elicit similar figures from other 
booksellers and publishers. 





A Warning for 1850 


AT the commencement of the new year there are few 
questions which involve so mamy important consequences, 
with regard to the future, as the state of the “ money 
market.” The bullion in the Bank, which little more 
than two years ago was under nine millions, is now 
upwards of seventeen millions ; the minimum Bank rate 
_ of discount then was eight per cent, now it is two and a 
half per cent... . But these cases rest upon their own | 
special and peculiar grounds. Neither with respect to the 
stock and share market can it be said that any speculation 
has manifested itself; for the rise in consols may be 
attributed solely to legitimate investments of spare capital. 
But all past experience has proved that such an abundance 
of capital will sooner or later lead to strenuous attempts 
to find a profitable employment for it, and in all probability 
will be productive of undue excitement and speculation 
in those channels especially which are productive of the 
greatest profits in the first instance. But while this is the 
certain result of “cheap money,” and while the know- 
ledge that it is so should enforce upon all the necessity 
of great circumspection in their acts during such periods 
of excitement, yet we do not mean to infer, as is so 
commonly done, that any blame attaches to those who 
manage the Bank of England, or who exercise the greatest 
influence in the “money market,” im connection with 
these periodical fluctuations. They, like other traders, are 
the creatures of circumstances, over which they have little 
or no control ; and all that we can expect them to do is 
to exercise their trade with as much circumspection for 
their own benefit as possible—for in so doing they will 
best consult. the true intcrests of the public. These 
fluctuations, which occur from time to time, are the effects 
of great disturbances either in the political affairs of a 
country or, more generally, in the production and dis- 
tribution of commodities. . . . It is not by any regula- 
tions of the currency or the banking of the country that 
we look for a cure for these great and inconvenient 
fluctuations. We believe they can only be ameliorated 
by the ultimate effects of a perfectly free trade, by greater 
facilities of communication, and by the possession of more 
knowledge, all of which will materially aid in preventing 
those violent derangements in the production and distribu- 
tion of commodities which most usually are their 
immediate case. 


The Economist | 


January 5§,. 1850 
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weeks by other methods. Throughout industry today processes 
such as this are in everyday use —playing a vital part in Britain’s 
recovery. 


The British Oxygen Co Ltd 
London and Branches | 
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Fear in the forest 


Fire is the most feared of all forest disasters—and the 
costliest. It takes some seventy years for spruce to 
mature for paper-making. Unchecked, fire in a few 
hours could lay waste a whole season’s logging area— 
and leave it unworkable for the next half century. To 
combat this ever-present menace the Government and 
mill-operators of the Province of Newfoundland 
formed the Forest Protection Association, to which 
the Bowater Organisation is the largest individual 
financial contributor. In assisting to make this associ- 
ation the most successful fire prevention division in 
the whole of Canada, Bowaters have themselves in- 
stalled 12 fire protection depots and erected many 
look-out towers throughout the Province. Bowater 
fire wardens watch over thousands of square miles of 
timber. On foot, by rail, by car and from the air end- 
less vigilance is the only insurance there can be against 
forest fires. By the preservation of standing timber 
and in scientific cutting and reafforestation the 
Bowater Organisation serves the pulp, paper and 
allied industries throughout the world. 


Issued by 
THE BOWATER PAPER CORPORATION LIMITED 
London 


GREAT BRITAIN CANADA AUSTRALIA SOUTH AFRICA U.S.A 
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Letters to 


The Risk of Isolation 


Sir,—In your leader on the “ Risk of Isolation” you call 
attention to the “frustrated chaos of intra-European trade ” 
much of which is blamed on the British Government. In 
actual fact trade within western Europe in 1948 recovered to 
go per cent of its prewar volume and was running at some 
105 per cent in the first half of 1949. Trade with eastern 
Europe is regulated on the basis of strategic considerations 
which you have at various times energetically defended against 
the wishdreams of fellow-travellers. 


Indeed, it is questionable whether the recent liberalisation of 
intra-western European trade undertaken almost unilaterally 
by Britain has not gone beyond the limits set by the need to 
close the dollar gap. By making sales of western European 


luxuries and semi-luxuries easier within Europe the pressure on © 


entrepreneurs to increase sales to the United States has been 
decreased. At the same time sterling is made the vehicle of the 
growing European capital flight to the United States and its 
new parity is imperilled. 

We must strive for integration in Europe. But it is foolish 
to imagine that the price-mechanism unaided by long term 
planning will be able to perform the larger scale adjustments 
required quickly, smoothly and without unnecessary hardship. 
If the British Treasury and Board of Trade are to be blamed 
it is not for their adherence to dirigisme but, on the con- 
trary, for their failure to put forward constructive plans which 
embody a monetary mechanism to achieve a baiancing of trade 
by a planned expansion of investment in those countries which 
have a surplus in their balance of payments and suffer from 
unemployment. By decontrolling imports and at the same time 
refusing to explore a closer integration of the productive system 
of western Europe we succeed in having the worst of both 
“ freedom” and “ planning.”—Yours faithfully, 


T. BaLocu 
Balliol College, Oxford 


Pakistan and India 


SiR,—Few people in this country realise that 60 per cent 
of Pakistan’s trade was with India and 30 per cent of India’s 
trade was with Pakistan. This has come to a dead stop since 
India devalued her currency unilaterally without previous con- 
sultation with Pakistan, which she was obliged to do under 
an existing agreement. 

I have seen complaints in the British Press that Pakistan has 
refused to deliver 300,000 bales of jute to India, under contracts 
made before devaluation. Those contracts were between private 
parties of both Dominions and were for payment in Pakistan 
rupees. I know of several casés in which Indian merchants, 
having purchased goods from the United States before devalua- 
tion, refused to take delivery unless the devalued rupee was 
accepted in payment. Now that the Calcutta mills have 
exhausted their jute reserve, the Indian Government is trying 
to throw mud at the Pakistan Government, who have no 
responsibility for these private contracts. 


At the time of the partition of the Punjab, the Hindus 


removed from the West Punjab all their banks, including their 
cash deposits, books, etc. Practically all shopkeepers and 
money lenders, who provided agricultural finance, were Hindus 
who were ordered by the Congress high command to withdraw 


from the West Punjab immediately. Several of my Hindu 


friends told me at that time that the West Punjab economy 
would break down and that we would be obliged to request 
them to return and would re-unite with India. Today, the 
whole trade of West Pakistan is in Muslim hands and all the 
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the Editor 


shops are full of goods and prospering. Where India failed on 
a provincial basis, she is now trying to break our economy on 
the higher Dominion level ; but they must not forget that when 
you put up a wall against water it finds other channels and 
may not flow back into its original bed. 


India has refused to purchase our cotton, but fortunately for 
us, England, Russia, France, Italy, Belgium and some other 
countries can consume all of our surplus cotton. which is only 
about 1,000,000 bales a year. Our prices of cotton are the 
same as those of last year in spite of India’s boycott. India 
purchased 175 tons of wheat from us. Our Government pur- 
chased 500,000 tons from the farmers to help the starving in 
India. This wheat is lying at their door, and the Indian 
Government, for political reasons, would rather have their 
people die of hunger than honour a contract with Pakistan. In 
America, from where I have just returned after attending a 
meeting of the Food and Agricultural Organisation of the 
United Nations, I learnt of the failure of India’s effort ‘o 
purchase a million tons of wheat from the United States.— 
Yours faithfully, Firroz Noon 


“ Twynham,” Farnham Common, Bucks 


Trade Agreement with Jugoslavia 


Sir,—Your comments on the recent trade agreement with 
Jugoslavia in your issue of December 31, 1949, omitted, I 
think, one rather important consideration. The agreement is 
admittedly more a political than a business deal and you did 
not inquire who is paying the cost. I feel that this question 
deserves some examination. 


The nationalisation of British interests in Jugoslavia deprived 
British investors of property worth many times the figure of 
£4,500,000 which was agreed as compensation to be paid by 
Jugoslavia over a period of ight years. If the British nego- 
tiators could not do better than that, then the British claimants 
should not have been deprived of the possibility to express 
their disagreement and given a chance to wait a little longer to 
see whether Jugoslavia could do without trade with the west. 


Article 2 of the Agreement on Compensation [Cmd. 7600] 
provides that the Government of the United Kingdom accept 
the payment of £4,500,000 in full satisfaction and discharge of 
all claims of British nationals whether they are made or pre- 
sented before or after the date of the signature of the agree- 
ment. That means that the British Government compromised 
very substantial British claims without. even knowing the 
amounts involved. This agreement was signed on December 
23, 1948. Had one waited a little longer the British bargaining 
position would have been much stronger. Tito’s quarrel with 
the Cominform has given the British negotiators a second 
opportunity to protect British interests more effectively. But 
instead of an improvement of the British position we see that 
Tito has now been given by the British Government a credit 
of about double the amount he is supposed to repay to British 
investors within eight years, 


It may well be that the deals with Tito are justified by 
reasons of foreign policy. But why should the costs be borne 
by the unfortunate British investor ? Why should the British 
government, to the debit of its dispossessd subjects, finance 
the dispossessors ? Treaties for compensation for nationalised 
British interests abroad need not go before Parliament and it 
seems, therefore, advisable that attention should be drawn to 
this practice of conducting foreign policy nor at the risk of 
the public at large, but on the shoulders of one fraction of the 
business community.—Yours faithfully, A. DRUCKER 


62 London Wall, London, E.C.2 
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The Fellowship for Freedom 
in Medicine 

Sir,—In your issue of December 17th, you suggest that if 
some system of contracting out of the National Heaith Service 
were devised, it would help the Government in a difficulty 
which they have created for themselves by undertaking to pro- 
vide services which they cannot achieve in full. If any such 
system were adopted, it would have wider advantages than you 
suggest, for it would provide the best possible security whereby 
private medical practice could continue. That this is a desir- 
able object few will deny outside the ranks of those who approve 
of complete state monopoly in medical serv'ce. 


The Fellowship for Freedom in Medicine is frequently repre- 
sented as being opposed to National Health Service in principle. 
This is not so, but it sees in the present Act an easy road to 
monopoly, of which it does not approve. It is bent on securing 


Books and 


The King with Two Faces 


“Benito Mussolini: Memoirs 1942-43.” Edited by Raymond 
Klibansky. Weidenfeld and Nicolson. 284 pages. 
18s. 


Tue writing of the different pieces of this book was finished 
three years ago, and it is inexplicable and unfortunate that its 
publication should have been delayed so long. In the mean- 
time it has been superseded in various ways. Admiral 
Maugeri’s articles on Mussolini in captivity in the summer of 
1943 are particularly interesting, but he has already published 
a fuller account in his own book “ From the Ashes of Disgrace ” 
(which, incidentally, has made him persona ingrata with the 
Italian naval authorities of today). 


Nonetheless the collection of Mussolini documents now 
published under the collective title of memoirs is of historical 
value ; there can be no doubt about their authenticity and on 
the whole the editing is admirably done. One is provided with 
the Duce’s apologia together with notes which scientifically 
expose his tricks. The character that emerges is the one with 
which al] the authoritative postwar accounts have made us 
familiar, the Mussolini who is even more vacillating than he 
is theatrical. Indeed at times his indecision seems almost 
pathological ; it is again Admiral Maugeri whose description 
best illustrates the -Duce’s incredibly ambivalent attitude 
towards Hitler and Germany. 

Mr Sprigge’s introduction to these memoirs emphasises 
Mussolini’s inveterate journalism—in the worst sense. It was 
here that the Duce’s vacillation and his vanity met. It amused 
one’s public and perhaps furthered one’s own popularity to 
change one’s poses, but everything Mussolini wrote was some 
kind of limelight thrown upon his own face. 

In the last brief period of Mussolini’s life with which this 
book is concerned, whether in the memoirs he himself wrote 
in the Storia di un anno, or in the accounts of those who dealt 
with him, the selfless martyr pose is strained to the uttermost— 
“Is this funicular safe ?—not for my sake, because my life 
is over, but for those who accompany me.” But even at this 
stage Mussolini lost himself in contradiction; he began to 
waver between the aping of Napoleon and a new-found desire 
to appear as a betrayed Christ. It is one of the mysteries of 
twentieth-century history that this man should have imposed 
his own conception of his greatness upon so much of the world 
and for so long. In the days before the last war only the 
Italian anti-Fascist exiles warned us that Mussolini was a 
fluttering creature to the pages of this book; even so, he 
expresses in his foreword a well-justified fear of the new 
legends which are quickly springing up. 
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amendments to the Act that will ensure the continuance of 
private practice as an alternative for those of the public who 
wish to use this (either as a whole co: im case they need an 
independent medical opinion), and as a competitive stimulus 
to the service provided by the State. Contracting out of the 
service, by any member of the public who wishes, is one of the 
amendments that we have under consideration, We realise that 
for most people, when they are ill, freedom of choice between 
the National Health Service and private practice is at present 
illusory, because they cannot afford to pay for both. With the 
alternative of a fair refund of money from the State in exchange 
for the surrender of the right to any part of its medical service, 
this freedom ef choice would again become a reality to many 
of these people.—Yours faithfully, 


R. Have-Wuirte, Vice-Chairman 
The Fellowship for Freedom in Medicine, 
45 Nottingham Place, W.1 


Publications 
Qualified Optimism 


“Controlling Factors in Economic Development.” By 
Harold G. Moulton. The Brookings Institution. Faber 
and Faber. 359 pages. 298. 
AFTER the depressing spate of Malthusians lamenting the rape 
of the earth and of Keynesians plus royalists que le roi pro- 
claiming the stagnation of the mature economy, there is at 
first sight something decidedly refreshing about a real sunburst 
of economic optimism. Dr Moulton’s book is an attempt to 
discover, by inductive rather than deductive methods, the laws 
of the dynamic economy ; to assess the extent to which the 
historical trends of the last hundred and fifty years can be 
extrapolated into the future, the forces which have shaped them 
and must continue to do so, the limiting and the stimulating 
factors. Of the former, that which most exercised the minds 
of the classical economists—the law of diminishing returns— 
worries Dr Moulton not at all. Erosion ? Well under control. 
Exhaustion of minerals ? The surface is hardly scratched as 
yet—and anyway, there are the synthetics. Sheer inadequacy 
of cultivable surfaces ? It is not the surfaces that matter, but 
what one does with them ; irrigation, pest and waste elimina- 
tion, improved plant and stock breeding, and so on. 


More serious than any such technological consideration is 
the economic instability arising—here the Brookings Institution 
momentarily joins hands with Keynes—from the divergence 
between the will to save and the will to invest. Dr Moulton 
specifically disclaims any intention of attributing all depres- 
sions, at all times and all places, to this discrepancy ; he does, 
however, see in it an incessant drag on progress. Individual 
depressions can themselves, of course, constitute a more or 
less serious interruption of progress, and one which he sees no 
hope, in the free economy, of entirely abolishing. They can, 
however, be mitigated, and will prove mere minor nuisances 
provided that the economy in which they occur is basically 
healthy and not, like America in the 1920s, unduly vulnerable 
by reason of increasing income inequality. 


Concerning the positive elements, the stimulating forces of 
the dynamically advancing economy, Dr Moulton has surpris- 
ingly little to say—to say, that is, in economic terms. Indi- 
vidual and collective ambition for self-betterment is taken 
for granted ; given that ambition, given consciousness of 
scientific possibilities and willingness to explore and exploit 
them, progress follows automatically, providing that certain 
underlying requirements are maintained: conservation of 
natural resources, clear-sightedness in labour-management 
relations, sound money, and (one year with another) balanced 
budgets. Above all—here Dr Moulton returns to the pre- 
occupations of the *thirties—mass purchasing power must keep 
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pace with production, whether by constantly fisiig wages of 
constantly failing prices. 

Considered as a serious work of economics this book is 
decidedly sketchy. ‘Technological forecasts—which, one must 
suppose, Dr Moulton is no better qualified to make than the 
next man—mix awkwardly with the economic analysis in which 
his expertise is undoubted. Considered as a contemporary 
picture, One intelligent man’s estimate of trends and poten- 
tialities, it shows in a much more favourable light. At the 
very least it should serve to set the Malthusians in perspective. 


Filling a Gap 

“Indian Economics and Pakistani Economics.” By B. B. 

Ghosh, A. Mukherjee and Company, Limited, Calcutta. 

612 pages. 10 Rupees. 
Mr Guosu has his faults. His style is repetitious and his 
writing slipshod ; his proof reading is abominably careless and 
his occasional excursions into economic theory totally 
inadequate. But in this particular book these are unimportant 
blemishes. Nearly a generation has passed since the last full 
scale study of the economy of the Indiaa sub-continent and in 
between there has been war, inflation and partition. Mr 
Ghosh, therefore, fills a gaping gap ; and he fills it well. Apart 
from the misprints, the standard of accuracy is high. Nothing 
is |eft out. which should have been included ; and the biending 
of present facts with enough history to put them in perspective 
is judiciously done. One could have wished for a clearer des- 
cription of the development of the currency and some of the 
recent trade figures given are misleading because they do not 
include food imports on Governmeiut account: otherwise the 
narrative is clear and the facts reliable. 


The great changes which have come over the sub-continent’s 
economy since 1939 stand out. in bold relief. The repatriation 
of the sterling debt, the buying out of the pensions and the 
purchase of a certain number of British interests, have improved 
the invisible account by some £20 million a year. Releases 
from the sterling balances, which still stand at some £750 
million, permit a further excess of imports. Yet the result has 
not been the great development that one might have expected. 
Exports have dropped to two thirds of their former volume. 
Indian exports of oilseeds and cotton have nearly disappeared 
and the jute trade which is responsible for one third of the sub- 
continent’s exports is itself threatened by substitutes abroad 
and disputes between India and Pakistan at home. Meanwhile 
the food position has worsened. Pakistan’s surplus has tem- 
porarily almost disappeared and India has to import 4,000,000 
tons a year against 1,500,000 tons prewar, in order to meet the 
exiguous ration. 

There is, however, hope for the future. Seven miliion desert 
acres are due to come under irrigation in the next half dozen 
years in Pakistan, and 20 million acres are to be irrigated in 
the next 15 years or so in India. And present yields in both 
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countries are so low that there are a hundred quite cheap ways 
of improving them: from better seeds to better insecticides, 
from more manure to more warehouses. Industrialisation ts 
necessary, and is indeed proceeding ; but it is clear from this 
survey that, in the immediate future at least, the raising of the 
standard of living of the sub-continent depends upon the 
improvement of its agriculture. 


Timber Mining 


“ History of the White Pine Industry in Minnesota.” By 
Agnes M. Larson. Minnesota Press, Minneapolis. 
London : Geoffrey Cumberlege. 432 pages. $7.50. 


Tuts book does not actually smell of the pines themselves, as 
does one American magazine, but there is nevertheless an 
aroma of the trees all through its pages. It is a history of the 
lumber trade in Minnesota, the northern, mid-western State 
that lies around the headwaters of the Mississippi. The book 
begins in the eighteen-thirties, when 70 per cent of the State 
was forested and the once lucrative trade in furs was slowly 
dying out, and it ends in about 1916, when the State’s great 
natural resources had been exhausted by “timber mining ” and 
nearly all the big sawmills had closed. By then Minnesota and 
the white pine had yielded pride of place to the Douglas fir 
and to comparatively undespoiled western states like Washing- 
ton. The whole business of the lumber trade during these 


-years, the felling of the trees, the life of the lumberjack, the 


river drive, the various methods used in sawmills, the general 
basis of ownership and finance of individual firms, and their 
operations, are described in detail, fascinating but perhaps too 
minute for one who is not a native of the State. Nevertheless, 
through the records of personal endeavour general history 
emerges ; the timber trade, even though it left many counties 
devastated and unsuitable even for farming, contributed the 
capital to develop the State and provided a market and raw 
materials to build homes for the early wheat farmers inside 
and beyond Minnesota’s borders. 


Shorter Notice 


“The Mechanism of Exchange.” 6th Edition. By John 
A. Todd. Geoffrey Cumberlege. Oxford University 
Press. 290 pages. 10s, 6d. 


Tue first edition of this book appeared as long ago as 1917. Until 
about 1933 (when the fourth edition appeared; it was one of the 
best standard text books for students of monetary mechanisms and 
management—and, to a lesser degree, for students of monetary 
theory. The heady new wine of monetary history since 1933— 
on which extra chapters have been added—-sits less easily in the still 
trusted old bottle of pre-Keynesian analysis and the book’s main 
value is now as a work of historical reference. It serves this pur- 
pose admirably ; the charts and statistical appendix are mines of 
information and the text achieves conciseness without the appear- 
ance of cramming. 
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AMERICAN SURVEY 





Time for Politics 


[* seems unlikely that 1950 will be a productive year west 
j of the Iron Curtain. By the time a new British Govern- 
ment is installed and ready to offer new policies, the cam- 
paign season will have started in the United States. Although 
there are elections of some importance every year, it is only 
every two years that they are sufficiently widespread to 
inhibit, for some months, any action by the Administration 
that is not directly concerned with collecting votes. Next 
November elections will be held for the whole of the House 
of Representatives, 34 of the 96 Senate seats and the Gover- 
norships of 33 of the 48 States. In 21 of the States, 
Governors must be elected every two years, in 26 every four, 
and. in New Hampshire every three. Seven of the eight 
key States must elect a new Governor this year, and the 
eighth, Illinois, will have a crucial Senate battle to sustain 
the public’s interest. Ohio, Massachusetts, Michigan and 
Cennecticut are four States which have Democratic Gover- 
nors, elected with Mr Truman in 1948, who must run again 
and who can expect to win only if 1950 is another Demo- 
cratic year. In the other three, New York, California and 
Pennsylvania, the Republicans will be trying to hold States 
won in the Republican tide of 1946. 


As the New Year begins, this seems likely to be a some- 
what unusual election. It is not surprising that Mr Truman 
should be determined to win every possible seat in both 
Houses, but it is strange that the Republicans should be 
making such efforts to help him. General opinion in Wash- 
ington is that the Democrats could sleep the year away and 
still win without difficulty. But, perhaps because he remem- 
bers how wrong general opinion in Washington proved to be 
fifteen months ago, Mr Truman is taking no chances. What 
is more, the last session of Congress has taught him that a 
comfortable party victory does not, of itself, clear the way 
for a Democratic President with a Fair Deal programme. 
Tc be happy after the results are announced, he must have a 
majority of supporters of his policies over the combined 
forces of the Republicans and the Southern Democrats. He 
has not had that during the last year—far from it—and even 
the redoubtable Mr Roosevelt rarely enjoyed it. 


To get it next year, Mr Truman will concentrate, during 
the second session of the Eighty-first Congress—one that must 
necessarily be short to allow the incumbents time for their 
campaigning—on a few simple domestic issues. Civil rights, 
the repeal of the Taft-Hartley Labour Act, and the Brannan 
Farm Plan will be pressed on Congress—not, it must be 
admitted, with any expectation that they will be passed, but 


‘‘ AMERICAN SURVEY ’’ is drawn from three 
sources. Articles described as ‘‘ From Our American 
Staff’’ are the work of a small of regular 


group 
correspondents, resident in the United States. 


Articles 
with some such attribution as ‘‘ From an Industrial 
Correspondent’’ or ‘‘ From a Correspondent in Ohio’’ 
are from outside contributors. Everything printed 
without attribution is prepared in London. 





(From Our American Staff) 


in order that Democratic candidates may point an accusing 
finger at their opponents and demand a Congressional 
majority large enough to ensure their passage in 1951. 
Foreign policy, on the whole, will have to wait. Certainly 
that is true of the development of existing policies in Europe, 
although, if anyone has a good Asiatic policy (Mr Truman 
has lately demanded that a “ positive” one be produced out 
of the hat), it will be accepted. The Democrats are vulner- 
able in the Far East and it would be useful to be able to 
take the wind out of the sails of those who have adopted 
General Chiang Kai-shek as their mascot. 


The Republicans, on the other hand, have as yet shown 
no sign of recovering consciousness after being run over by 
Mr Truman last year. The first few months after the elec- 
tion were spent in blaming the unfortunate Mr Dewey for 
the defeat, in addition to his own, of the disreputable 
characters running for re-election to Senate and House 2 
the same time. Using Mr John Foster Dulles as a guinea- 
pig in New York’s recent by-election, Mr Dewey then ex- 
perimented with the tactics of opposing the welfare stat: 
on every issue and waging the kind of undignified cam- 
paign that the right wing of the party thought he shou!d 
have waged himself. The results were even less satisfactory, 
but the party is in no position to learn from this experience. 
The national committee’s funds are running out and the 
“ Fat Cats ” (the rich on whose contributions the party must 
live) are able to dictate the kind of programme they are 
willing to finance. 


On Boxing Day the Republican National Committee pre- 
sented the Democrats with a delayed, but none the less 
welcome, Christmas present in the announcement of the 
appointment of a policy committee, the members of which 
were gleefully recognised as certain to produce a policy which 
would ensure a Democratic victory, not only in 1950 but 
in 1952 as well. But no policies save those of such inflexible 
Republicans as Messrs Harrison Spangler, Clarence Budding- 
ton Kelland and Walter Hallanan will open the pockets 0! 
Colonel McCormick and the other midwestern millionaires 
on whom the party largely depends. 

Senator Vandenberg, although not by any means recovered 
from his serious operation in October, came back to Washing- 
ton in a desperate attempt to save the Republicans from them- 
selves, and issued a number of statements by which he hoped 
to bring his colleagues to their senses. But it was clear that 
the isolationists were less inclined to listen to him, and less 
afraid of him, in sickness than they had been in health. 
Senator Wherry called a press conference a few days later 
and pecked at Senator Vandenberg’s statements. with refer- 
ence to “ bipartisan big-wigs.” Those who had such high 
hopes, only two years ago, of rebuilding the Republican 
party began to despair, as Senator Morse showed when 


he called Mr Wherry’s pronouncement a “cloak for the 
weapons of isolationism.” 


With the Republicans falling apart, the Fair Deal Demo- 
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crats have been preparing to defeat the worst of the Republi- 
can Senators coming up for re-election this year. There are 
not many Republicans in this. year’s batch, which was last 
elected in 1944, in Mr Roosevelt’s last campaign, and is 
therefore, heavily Democratic. Indeed the Democrats can 
indulge in the luxury of attacking some of the men in their 
own party of whom they are not particularly proud, such 
as Senator Elmer Thomas of Oklahoma and Senator 
McCarran of Nevada. The chief Republican targets will 
be Senators Millikin (Colorado), Donnell (Missouri), Hicken- 
looper (Iowa) and Capehart (Indiana). The first two of these 
now seem in danger and the last two are so shaky that the 
party organisations in their States are thinking of replacing 
them with less shopworn characters—much to the annoyance 
of the Democrats, who were licking their lips in anticipation 
of easy victims. Three of the other Republicans, Senators 
Morse. (Oregon), Tobey (New Hampshire) and Aiken (Ver- 
mont), are men whose defeat would give little pleasure to 
anybody and another is Senator Taft (Ohio), who is a special 
case. If he is to be the Republican presidential candidate 
in 1952—and it is the prayer of every good Democrat that 
he should be—he must not be beaten this year. He is not 
likely to be. 


But since it is necessary not only to win, but to win by a 
crushing majority, the President is making his programme for 
this session one steeped in electoral appeal. The Adminis- 
tration has not, as has been said, turned isolationist, but it 
certainly seems to have decided that this year’s election will 
be won on domestic issues, not foreign ones. The cold war 
must wait until 1951. It, is to be hoped that it will. Mr 
Truman is apparently satisfied that he has time to finish his 
game of politics and beat the Russians, too. 


American Notes — 
Approaching Mid-Century 


“ The state of the Union,” President Truman told Con- 
gress last Wednesday, “continues to be good,” as it nears 
“the midpoint of the twentieth century.” Later, when he 
spoke of moving forward into the second half of the century, 
he threw a sop to those who contend that the half-way mark 
has already been passed. Mr Truman was equally careful 
throughout his message to tread on as few toes as possible, 
but his conciliatory mood did not go as far as a compromise 
on his basic programme. 


An important part of Mr Truman’s message was his 
expression of faith in the United Nations and his emphasis 
on America’s obligations to them. This was accompanied 
by a warning against the false economy of “crippling ” 
the European Recovery Programme, and requests for 
prompt adherence to the International Trade Organisation 
and for the provision of assistance to under-developed parts 
of the world, particularly urgent in connection with the 
Far East. The theme of the Presidential message was that, 
at mid-century, “the human race has reached a turning- 
point” and the direction it takes depends upon whether 
the United States can provide an answer to the challenge 
of Communism. 


This can only be done by giving full expression to the 
ideals of liberty and equal opportunity within the Union’s 
own borders and by demonstrating how the great develop- 
ments during the first half of the century can be made to 
provide an infinitely better life for everyone. And here, in 
Mr Truman’s opinion, the government has a special responsi- 
bility: it must create and maintain conditions favourable 
to “ the growth we know is possible.” Most of the President’s 
recommendations to Congress are directed to this end. 
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prescription is much the same as before:. strengthening of 
the anti-monopoly laws, assistance for small businesses, more 
houses for middle-income families, extension of rent controls, 
development of natural resources, better insurance against 
the hazards of old age, unemployment and idleness, improve- 
ments in medical care and in education. Also, of course, 
there are the three most controversial recipes of all—civil 
rights legislation, a new law to govern labour relations and 
a system of production payments to support farm incomes. 


President Truman recognises that this programme will 
require large expenditures which are not at present covered 
by government revenue. To meet this situation, he proposes 
to recommend, in his fiscal message next Monday, “ the 
quickest and safest way of achieving a balanced budget.” 
These recommendations will, almost undoubtedly, prove to 
be as quick and safe a way of stirring up Congressional 
controversy and are little more likely to prove acceptable 
than are most of his other major recommendations. The 
chief omission in this year’s message is last year’s request 
for legislation to meet the s of “boom and bust,” 
which 1949 showed to be less urgent than had been thought. 
With the help of existing government programmes, the 
country “met and reversed the first significant downturn 
in economic activity since the war,” and it is this, more than 
anything else, which accounts for the optimism of the 
President about the state of the Union. 


* * * 


Storm in the China Sea 


The Communist threat to Formosa—which is, with 
Hainan, General Chiang Kai-shek’s last outpost and an island 
of some admitted strategic importance to American Pacific 
defences—has coincided with the gleeful throwing off of bi- 
partisan restraints by many Republicans. But as the dust 
settles in Washingon, it appears that Mr Acheson, by standing 
firm, has been able to prevent any substantial capitulation 
to those who are urging military aid to the Nationalists, 
whether they are to be found inside the Administration, or 
among the augmented chorus of Republican critics. 


The National Security Council, according to reliable 
reports, has decided not to recognise the Chinese Communists, 
but it has also ruled out the occupation of Formosa advo- 
cated by, among others, Senator Smith, or the use of the 
Navy in its defence, proposed by Mr Hoover and Senator 
Taft. A study, however, will be made to determine whether 
the Generalissimo really needs, and will use to advantage, 
limited technical and financial help. Mr. Truman has a 
private purse of $75 million for the Far East voted by the last 
session of Congress, and there are also some $94 million of 
frozen ECA funds. 


The announcements that Ient some local colour to rumours 
of an about-face on Chinese policy have lost much of their 
initial significance. The strengthening of the fleet, and of 
Okinawa’s defences, had been approved two weeks before the 
domestic storm blew up, while the dispatch of the Joint Chiefs 
of Staff to Japan in February, coupled with Mr Jessup’s 
leisurely progress to Bangkok, have more the appearance of 
buying time—at the risk of their persuasion to General Mac- 
Arthur’s views—than of decisive steps toward a new stand. 


* 


Far Eastern policy has never come under the shelter of 
the bi-partisan umbrella, and therefore has regularly. been 
subject to harassment by Republican irregulars. But with 
the revolt against Senator Tees. ship, there is 
a bey oe the sy unless appeased in some fashion, ey 

take revenge aetaing ag, tO, support appropriations for 
- the Marshall plan and European =. Senator Knowland 
has already demanded that aid should be withheld from 
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Acheson is determined, however, that the hopes of driving a 
wedge between the Chinese and Moscow, and of forming an 
anti-Communist front in Asia, shall not be jeopardised by an 
adventure in Formosa that would revive imperialist night- 
mares throughout the Orient and once more fasten the stars 
and stripes to the discredited and shabby wagon of General 

i General Bradley, chairman of the Joint Chiefs of 
Staff, is equally unwilling to immobilise any of his ten divi- 
sions in a risky attempt to hold Formosa. 

Conciliation is, however, in the air; it might profitably 
have begun earlier with a more generous attitude toward 
Mr John Foster Dulles after his defeat in New York, but 
at least Mr Truman went out of his way this week to express 
his appreciation of the bipartisan co-operation he has received. 
Both Senator Vandenberg and Senator Connally, the two 
Congressional pillars of that co-operation, have offered very 
similar tit-bits to Republicans hungry for a foreign policy 
that reflects Congressional demands and prejudices as well 
as Administration aims. They ‘agree that funds for the 
Marshall plan must be cut this year, perhaps by as much as 
$1 billion ; that the Chinese Communists must not be recog- 
nised without prior consultation with the Foreign Relations 
Committee. Both urged, on the other hand, that General 
Franco should be recognised by the return of the American 
Ambassador to Madrid. All these concessions are perhaps 
More attractive than substantial ; even the State Department 
is now willing to include Spain in the technical organisations 
of the United Nations, and conscious of embarrassment in 
having an Ambassador in Moscow, but none in Madrid. 


* * * 


Coal’s Cold War 


All the persuasions of the coal owners have failed to con- 
vince President Truman that a national emergency calling 
for his intervention has yet arisen from the “ 40 per cent” 
coal strike, although it is now six months since the miners 
worked more than three days a week, apart from one short 
interval in November, and coal stocks have fallen very sub- 
stantially. This week’s unexpectedly large cut of one-third 
in passenger trains may perhaps convince Mr Truman that 
it is time to abandon his neutrality. He is even more likely 
to feel differently should the weather, so far persistently 
and unseasonably warm in the east, co-operate with the 
mine-owners by forcing householders to stoke their furnaces. 
Nor has Mr John Lewis, the miners’ leader, come to the 
aid of the operators by goading the government into action: 
he has not ordered a full resumption of the coal strike after 
the New Year holidays, as it was thought he might. 


Rumours that the coal-owners would close down the mines 
have proved equally unfounded but, driven to defend them- 
selves since no one else will do it, they have sought refuge 
behind the Taft-Hartley Act and have filed charges of unfair 
labour practices with the National Labour Relations Board 
against Mr Lewis. They have also asked for an, injunction 
requiring the miners to work full time. If they obtain it, 
it will apply not for the eighty days which is the maximum 
under the national emergeacy provisions of the Act, but for 
as many months as the NLRB may take to examine the 
charges. The case against Mr Lewis is that the three-day 
week is an attempt to coerce the employers and that he has 
refused to bargain in good faith. 

Until recently Mr Lewis declined to state his require- 
ments, but he has now signed contracts with a few small 
producers. who, however, mine only about 18 million of 
America’s annual 600 million tons of soft coal. These new 
contracts pipe for an increase of 95 cents a day in wages, 
bringing them up to $15, and an extra 15 cents, to 35 cents 
a ton, on the contribution. to the miner *velfare fund This 
fund is to be controlled by Mr Lewis who has” already 
brought it near bankruptcy, and the stipulation remains that 
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this insistence on the freedom to strike which has so far 
cemented the unusually united front of the owners ; but the 
five-day working week, the reward for signing the new con- 
tract, is very tempting to high-cost operators who find it 
difficult * meet fixed charges on the three-day basis. | 

Whatever the outcome of the present phase of the cold 
war in the coalfields, it is unlikely to bring the campaign to 
an end. Mr Lewis is well aware that, at present prices (for 
which he is largely responsible), the demand for coal is not 
sufficient to require five-day operations all the year round. 
His answer to this is that, if all the miners cannot work all 
the time, they must all work some of the time. For the last 
six months he has imposed this share-the-work system on 
the coal owners and for its sake he has already sacrificed two 
of his basic principles: miners are working without a con- 
tract and all mines are not paying the same wages. 


* « * 


Slaves of the Decibel 
On New Year’s Day the authorities in charge of New 


York’s Grand Central Station decided, of their own volition,. 


to stop broadcasting recorded “music” over their public 
address system. These broadcasts, interrupted by adver- 
tising slogans every five minutes, have, for the past three 
months and for 17 hours out of every 24, been beating on the 
eardrums and ore not only the words but also the 
thoughts, of the half on persons who use the huge station 
each day. This generous gesture followed a calculation that 
the much-needed profit—$1, 800 a week—paid by advertisers 
for the use of the station’s loudspeakers was being cancelled 
out by the loss of passengers’ goodwill. 


That this loss was serious had become apparent during an 
inquiry held by the State Public Services Commission, at 
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which psychiatrists testified that the broadcasts amounted to 
forced feeding of advertising, liable to cause the stomach 
ulcers which come from suppressed hostility. Very little of 
that hostility continued to be suppressed after it was dis- 
covered that, to the advertising profession, those passing 
through the station were a “ captive audience.” Their slavery 
to the decibel was revealed to them by “ the editor of an adult 
comic book, published in the area, who commutes back and 
forth through the terminal ”—Mr Harold Ross, editor of the 
New Yorker magazine, who instigated the hilarious inquiry. 
Those protesting to the Commission (which has not heeded 
to announce its decision) were certainly more representative 
of his readers than of the railroad’s captives. The majority 
of the latter, already well-conditioned by their radios at home, 
were probably quite unaware of their servitude. 


Nevertheless, this fight of a minority for privacy, for the 
right to be left alone with its thoughts, for one of the freedoms 
denied by the Nazi and Soviet systems, has aroused sympathy 
all across the ~ountry, especially in those cities which suffer 
under a similar scourge in their trams'‘and "buses. These are 
more difficult to escape from than is the Grand Central 
Station ; one of Mr Ross’s bogies was that audible advertising 
in the vehicles themselves might spread to New York as it 
has recently done to Washington. 


Arguments that unavoidable listening threatens the con- 
stitutional right of free thought failed to convince the 
Washington Public Utilities Commission, perhaps because 
threats to the constitution are an old story in the nation’s 
capital. The PUC concluded that radio reception in public 
vehicles is no obstacle to safety of operation and that it 
actually improves the conditions under which the public 
rides. But the indignant citizens of Washington, enrolled in 
a Committee against Forced Reading and Forced Listening 
and encouraged by the New York triumph, are seeking legal 
release from their captivity to the decibels. The choice 
may be between two freedoms—of enterprise or of thought. 
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-THE WORLD OVERSEAS 





Ceylon—Junction of Asia 


(By a Correspondent) 


N 1831 the Colebrook Commission, after two years of close 
investigation into British rule in Ceylon, which had 
_ flourished since 1798, reported: 


The peculiar circumstances of Ceylon, both physical and 
moral, seem to point it out to the British Government as the 
fittest spot in our Dominions in which to plant the germ of 
European civilisation, whence we may not unreasonably 
hope that it will spread to the whole of these vast territories. 


Monday’s meeting of Commonwealth Foreign Ministers is. 


~ at once a vindication of the Ceylonese and a tribute to the 
prescience of the Colebrook Report. In the strategic sense, 
no doubt, every prospect pleases ; but that would avail the 
Commonwealth little if the people of this young Dominion 
had not achieved a society stable economically and politically. 
The position Ceylon is expected to hold today as a defensive 
bastion of the Commonwealth is, mutatis mutandis, no great 
distance away from the 1831 ideal of a Ceylon whence the 
“germ of European civilisation” might spread over all the 
vast East. : 


Military writers may be left to expatiate on the strategic 
importance of the island. The ordinary man with an atlas 
notes that it is in a position to cover both the Indian Ocean 
. and the Bay of Bengal, the roads from Suez and. the Cape 
and the narrower ways, south and east, to the Pacific and 
the China Seas. He notes that it controls or could control 
the great land masses to north and east. In this island, 
not too densely inhabited to prohibit the entrance of strangers 
in substantial numbers, much of the climate is suited to 
European habitation. 


Trincomalee is one of the world’s great natural harbours, 

eat alike in capecity and in i protection ; 
Colombo is one of tie world’s great man-made ports, a city 
of 300,000 inhabitants, whose peacetime prosperity is based 
on the swift and sure handling of ships and cargoes. In 
Ceylon, finally, are facilities for air bases—and for air action 
from those bases. 


150 Years of British Rule 


It has not been all a matter of luck that during the 150 
years of British rule relations between Government and 
people have been increasingly cordial and that racial and 
religious minorities, with one or two lapses, have lived in 
amity. British colonial administration has been criticised 
and not without reason; but the Colonial Office, in its 
dealings with Ceylon, has been less open to attack than 
anywhere else. Britain took over a reasonably fertile island, 
not too densely populated: there were 1,167,000 inhabitants 
when the British went there and at the last census there were 
about 6,694,000. As population has increased, agriculture 
has been encouraged to expand. True, Ceylon suffers, as 
all western-dominated Asia suffers, from too energetic a 
cultivation of “cash” crops and from a grave neglect of 
“consumption” crops ; but Britain had the will and the 


resources to “ cushion ” Ceylon in the bad years—not infre- 
uvent—when the cash crops were see remunerative. 
Bren with a big ficat population of Tamils on the rubber 
aL? toa cinten’ the sok land ota wovaliy. there pad in toe 


Moreover, despite the qualms of some planters, the 
Administration has always looked after the working and 
living conditions of the labourer. Social services, when 
Ceylon became a Dominion, were at a higher level than 
anywhere inside the Colonial Empire: tremendous advance 
had been made in public health ; if education was not ail 
that could be desired, education facilities were remarkable. 


On the political side, the struggle for responsible and 
representative government has been long, extending over 
more than eighty years. But it has always been waged in 
a good temper on both sides; and the Island has been 
happy in a succession of able Ceylonese politicians on the 
one side ; and, on the other, a succession of able adminis- 
trators—Sir William Manning, Sir Hugh Clifford and Sir 
Andrew Caldecott may be cited—were quick to feel the 
pulse of public opinion but cautious in giving way to political 
— running too far ahead of probable political per- 
ormance. 


Experiment and Achievemcnt 


Though the Colebrook Report resulted in the creation of 
Legislative and Executive Councils, both were “ official ” ; 
not till 1889 were eight “ non-official” members allowed to 
the former and not till 1910, when Japan had beaten Russia 
and China was modernising its method of government, did 
Ceylon get ten non-official members. This Council, by the 
way, the Governor of the day described as a “ harmonious 
and efficient instrument for giving effect to measures for the 
good government and progress of the Island.” 

The tempo of change was swifter just before and during 
the Great War. Ceylonese reformers, united in the Ceylon 
National Congress, pressed for more than mere representa- 
tion, for an actual majority on the Council. They got it 
in 1919—with two effects. First, communal animosities 
became active and the Tamil League was formed ; secondly, 
it became clear that power divorced from responsibility 
would not work here any more than elsewhere. On Sir Hugh 
Clifford’s advice, the Donoughmore Commission was sent 
out and that curious experiment, the Donoughmore Consti- 
tution, followed. It was a tremendous advance in the direc- 
tion Ceylon desired. It produced for the first time in the 
East a trial of adult franchise. It put government in the 
hands of seven dissociated Executive Committees. On the 
other hand, it intensified communal rivalry, till in 1936 all 
the Ministers were Sinhalese ; it produced no party system 
based on live political issues ; it still failed to couple real 
responsibility with power. 

Ceylonese and British agreed that, even as an interim 
measure, this Constitution would not work, and the Soulbury 
Commission was sent out. Officially ignored by Ministers 


but actually assisted enlightened and adult 
Sinhalese, notably Mr D. S. Senanayake, Commission 
came, saw and—more or less—conquered. It recommended 


a bicameral legislature and a Cabinet responsible to that 
legislature ; the First Chamber to consist of 95 members 
elected on a territorial basis and six nominated by the 


to represent munorities. 























an aa a, ee eee: 





THE ECONOMIST, January 7, 1950 


From this Constitution, in full working order by 1947 
and with Mr Senanayake leading a strong United Nation 
party, backed by the Independents, it was no long step to 
the Dominion status granted in the Independence Act of 
1947 and implemented in February, 1948, when the first 
session of Parliament was opened by the Duke of Gloucester. 
Ceylon had become a Dominion not much less quickly and 
with infinitely less disturbance than India and Pakistan. 


No Threat to Stability 


What does it all amount to? First, the Ceylon Consti- 
tution is, by the will of its people, on the British model ; 
and there seems good reason to believe that, though so many 
Ceylonese are politically uneducated, it will work. Second, 
racial and religious minorities are not at present aggressive 
or afraid. Of the population, 4,621,000 are Sinhalese ; 
800,000 Indian Tamils ; 409,600 Moors ; 41,500 Burghers 
(people of part European blood); 5,400 Europeans. The 
Sinhalese, mainly Buddhists, are by no means as dominant 
as their numbers might suggest. The Tamils, many of them 
labourers, are not yet politically active. The Muslims are 
giving the Government support. The Burghers have found 
their niche. Europeans are content that Ceylon will need 
them as experts for some time to come. 


There is no serious threat here to political stability ; 
if danger is to come it will be on the economic side. Ceylon 
does not produce enough food—only half what it eats. It 
has, partly because of its high expenditure on public service, 
no real margin if its “cash” crops—tea, coconuts, rubber— 
produce less than they are producing today. With a popula- 
tion 8§ per cent agricultural, it must produce more “con- 
sumption” crops. That Mr Senanayake has in hand ; sub- 
stantial sums are earmarked for clearing land that has been 
out of cultivation for centuries, restoring and improving 
irrigation, works which have been derelict and broken for as 
long. With that goes the development of hydro-electric 
resources. 


In a word, one can hope that Mr Senanayake and his 
advisers, even though they will have to cut public expendi- 
ture, are on the way to achieve that general measure of 
prosperity which is the surest bulwark against Communism. 
One condition is essential—a period of peace. That is why 
Ceylon, clearly unable to protect itself, is likely to co-operate 
in any system of Commonwealth defence the conference can 
evolve. 


Prospects for Venezuela 


[BY A CORRESPONDENT RECENTLY IN CARACAS] 


VENEZUELA is not only a dollar account country, with one 
of the hardest currencies in the world, but it also has a 
population which ds as fast as it earns. There is an 
enormous and still largely unsatisfied demand both for 
consumer and capital which British merchants could 
do more to exploit. porters have cither been unwilling 
to embark on the initial market research, or they have been 
put off by the predominance of American interests. The 
result is that Britain’s main exports to Venezuela consist of 
equipment for the oil companies, which is not a net dollar 
earner, and Scotch whisky, which is. Yet there is scope 
for cars and cycles, tweeds and textiles, prefabricated houses, 
building materials, pottery, furnishings and household goods, 
and above all machinery for developing agriculture and 
industry. 

As in all Latin-American republics, there is growing 
pressure for industrialisation in Venezuela. Indeed the coun- 
try’s most urgent need is to achieve a more balanced economy 
and to exploit its considerable natural resources. 

At the moment Venezuela lives on oil. Coffee and cocoa, 
once substantial exports, have been . The central 
roe Llanos, are highly suitable for cattle-raising, but 

is done to encourage it. About two-thirds of the food 
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and a large proportion of consumer goods are imported. 
This leads to an abnormally high price level, which benefits 
nobody but the middlemen who make a haudsome profit. 
Ninety per cent of the national revenue is derived, direcily 
and indirectly, from oil; petroleum accounted for 95 per 
cent of foreign exchange earnings in 1948. 


The present Government—a military Junta which has 
ruled without Parliament since the overthrow of the left-wing 
Accion Democratica last November-—is alive to the dangers 
of an unbalanced economy. Like every Venezuelan Govern- 
ment since Gomez, it has adopted the slogan Sembrar ei 
Petroleo—* sow the oil,” or invest revenue in capital develop- 
ment. 


But the oil-sowing policy is painfully slow in bearing fruit. 
A few light factories have been built on the outskirts of 
Caracas, the capital city, and the United States and Bethle- 
hem Steel Corporations are now exploiting the rich iron 


, ore deposits in the Guayana Highlands. A “ basic economy ”’ 


plan, financed partly out of Rockefeller and oil companies’ 
funds, is being started. But, broadly speaking, only the 
fringe of the nation’s economic resources has been touched. 


Any plans for economic development depend on increased 
immigration and a better use of the available manpower. 
The present population is only 4,500,000—half that of 
London in an area the size of western Europe. So far, 8,000 
displaced persons have been brought in under an inter- 
national scheme and there are plans for Government- 
sponsored immigration (at fist suspended by the Junta but 
now revived) which provide for the entry of 400 families a 
month. 


From the Donkey to the Dakota 


If Venezuela is to support am increased population, how- 
ever, urgent measures must be taken to raise the general 
standard of living, to improve housing, health and sanitation, 
and to introduce better transport facilities and communica- 
tions. Apart from the roads round Caracas and those built 
by the oil companies, there are no good long distance roads, 
and there are few railways. Air transport, on the other hand, 
is excellent. Venezuela in effect by-passed the railway age 
and went straight from the donkey to the Dakota. 


The Government has ambitious educational plans and is 
building a new university city to train doctors, teachers and 
engineers. There is evidence everywhere—even on book 
matches—of its campaign against Analfebetismo. But even 
so, about 60 per cent of the population is illiterate, and the 
health and mortality figures are alarming. According to a 
recent survey more than half the population is suffering 
from malnutrition, and the Ministry of Health records 8,000 
deaths a year from tuberculosis, 400,000 diagnosed cases of 
syphilis, and 5,300 cases of typhus, with 10 per cent of live 
births dying before the age of one. 


Some progress is being made with housing, through the 
Banco Obrero (Workers Bank) which leases or sells houses 
and flats at reasonable rents. But living conditions are still 
primitive. Along the roads into the main towns, in the oil 
“ overspill” towns and on the hillside above Caracas, whole 
families are living in one-roomed shacks, made.of cardboard 
cases, mud and dried palm leaves. The fact that there may 
be a gleaming new American car outside and a radio and a 
refrigerator inside—because the owmers are making good 
money in the oilfields or elsewhere—in no way relieves the 
authorities of their responsibilities. Though it is carrying 
out plans for developing water supplies and power, the 
Government tends to prefer spending money on new public 
buildings than on workers’ houses. In the oil districts, much 
of the new construction of houses, schools, and hospitals 
has been undertaken by the companies themselves. Indeed, 
the paternalism of concerns such as the Shell Group is 
contributing in no small way to modernisation and the im- 
provement of social standards. 


High earnings in the oilfields, together with the speciai 
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privileges wrested from the foreign c ies by the unions, 
have inevitably encouraged the drift the land. The 
companies deny that they are enticing labour, but, even if 
the proportion directly employed in oil is small, the industry 
exercises a magnetic pull over the whole population. Vene- 
zuela as a nation is suffering from the effects of a too rapid 
expansion of its oil resources—effective exploitation dates 
back less than 30 years. This has created a lop-sided 
economy and imposed an artificial semi-Hollywood “ civilisa- 
tion”’.on a largely primitive community. It is trying to do 
in three decades what it has taken Britain more than a century 
to accomplish. 


Belgian Coal Reorganisation 


[FROM OUR BRUSSELS CORRESPONDENT] 


In the reorganisation plan for the Belgian collieries the 
Government has emphasised its belief in private enterprise. 
The coal mining industry has a history, not only in Belgium, 
of difficulty in adjusting its operations so as to meet, on the 
one hand the pressure of modern standards for its workers 
and on the other the public pressure against undue increases 
in price. One way out of this dilemma is nationalisation, 
but in Belgium nationalisation was rejected as a remedy soon 
after the war, and the rejection was not opposed—indeed it 
was even advocated—by many Socialists. 


Nevertheless, the history of the industry since the war has 
not been happy. Increased wages had to be introduced under 
an arrangement whereby they effectually fell on the tax- 
payer. Labour was short and had to be imported, and a 
compensation scheme was introduced whereby the profit- 
earning collieries paid for the losses of the less fortunate. 
The financial structure of these expedients became very 
complicated, and bore all the marks of an emergency arrange- 
ment which, for lack of anything better, sufficed so long as 
coal was in seriously short supply. It was only this year 
that coal became plentiful once more, and some change in 
the method of financial working became a necessity. 


The method adopted by the Government is to leave it to 
private enterprise and to let the weakest go to the wall. An 
increase in the prices of domestic coal, especially anthracite, 
was authorised and the price of coking fines was materially 
reduced. The inter-colliery compensation scheme was 
abolished; the subsidy, which had lately been some 
frs. 2,000 million a year, was now to be paid only to those 
mines which showed a loss, and then only to the extent to 
which their loss exceeded ten francs a ton. Moreover, and 
this is the key to the whole process, the rate of subsidy was 
to be reduced by five per cent each month, with a view to its 
complete abolition at the end of twenty months. In no case 
was the subsidy paid to any colliery company to exceed 
frs. 165 a ton and the collieries were to take responsibility for 
the rise in wages which the subsidy was originally intended 
to finance. 


Low Output Per Man-Shift 


This leaves the industry with twenty months, starting from 
the beginning of last October, to put itself on a profitable and 
self-financing basis. The authorised rise in prices will pro- 
vide only about frs. 400 million, so that something of the 
order of frs. 1,600 million a year will have to be found by 
reductions in the cost of i To achieve this would 
require a saving of the order of frs. 60 a ton on coal which 
may only be sold at a mean pithead price of frs. 685 a ton. 


The eff however, is not evenly spread, since only 
about-43 per cent of the coal raised is sold at a profit. It is 
calculated that, within the 20 months’ period, the collieries 
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shift by 23 per cent. The magnitude of such an effort may 
be judged by the fact that it has taken four and a half years 
to raise the output a man-shift, for Belgium as a whole, by 
25 per cent from the abnormally low figure of 500 kg. regis- 
tered in 1944. 

The output a man-shift in the Belgian collieries is custo- 
marily on the low side. The prewar average is put at 
753 kg., though in the first four months of 1940 an average 
of 825 kg. was recorded. Since the war there have been 
a number of vicissitudes, largely because of a shortage of 
suitable underground labour. After the repatriation of the 
German prisoners of war, labour was recruited from Italy 
under a treaty which gave Italy the right to buy a given 
tonnage of Belgian coal, and from displaced persons of 
Baltic, especially of Polish, origin. As things stand, though 
the labour force of about 165,000 includes over a hundred 
thousand Belgians, almost two-thirds of the face workers and 
half the other underground workers are foreigners. The 
difficulty of teaching the job to new recruits has slowed down 
the process of output increase. 


Since the introduction of the new plan, there has been a 
very noticeable increase in the rate of output a man-shift. 
The figure, which had risen to 638 kg. in the spring but 
fallen to about 623 kg. in the late summer, is now 707 kg. a 
man-shift. This may be partly due to the closure of the 
uneconomic workings at Bray and Hornu Wasmes in the 
Borinage and at Bois d’Avroy in the Liége basin. A more 
potent influence, however, may have been the added incentive 
given to the more economic mines by the abolition of the 
compensation scheme. Now that the profitable mines no 
longer support the laggards, their rate of production has 
increased, notably in the Campine basin in the Limbourg. 


Equipment Through Marshall Aid 


It is not, as yet, possible to say whether this rapid im- 
provement can be increased or even maintained. The balance 
of probabilities suggests that the main improvement will have 
to come either from the re-equipment of the mines, or from 
the more slowly maturing economies resulting from fusions, 
especially of adjacent workings. The scheme, in its present 
form, does not, however, set a premium on the fusion of 
workings, since it presupposes that effort will be concentrated 
on the rapid improvement of output and thus puts at a dis- 
count the devotion of labour resources to the drilling of 
the necessary connecting galleries. The Conseil National 
des Charbonnages has recommended fusions in several cases, 
but hitherto little has come of them. 


As for re-equipment, credits are available to the extent of 
frs. 720 million in the form of 2} per cent advances for the 

rchase of equipment made avalibale through Marshall Aid. 
Up to the present, although a great proportion of the coal 
is —e _ a very great deal remains to be done in 
supplementing the pithead equipment and improving the 
underground haulage. Constructive work.in shir-dibeaction 
may go some way to solve the problem, though it is doubtful 
whether this can operate quickly enough to have a crucial 
effect on the twenty-month plan. 

While the closure of uneconomic workings inevitably 
raises social problems, especially in a country in which the 
unemployment problem is acute, the position is rendered 


somewhat worse by the incidence of the recent increase in 
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Time to reconsider... 


Everybody knows that the present proved policy of the 
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prices down and maintained good labour relations through 


every post-war crisis. 
Would state-owned steel 
give as good results ? 
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for Belgian coke except over a comparatively small part of 
the market area in France. Most of the agitation against 
the Government’s coal policy is concentrated, therefore, on 
the problem of the Borimage. It is eased by the fact that 
there is a shortage of surface workers, and Belgian workers 
are not unaccustomed to travelling long distances to their 
jobs. On the other hand, closures are bound to result in a 
number of surface workers becoming redundant and, since 


90 per cent of these are Belgians—lacking the protection of , 


treaties or of contracts with the International Refugee 
Organisation—the potential social problems are obvious. 
M. Duvieusart, the Minister of Economic Affairs, has said 
that he is considering special measures for the least economic 
pits ; and it seems hkely that the Borinage problem will call 
for Government aid in such forms as extra family allowances 
and public works. 


It may be that experiments now in progress in the Borinage 
will increase the profitability of individual collieries. These 
experiments are centred round the attempt at La Bouverie 
to commercialise the supply of ,mine gas, drawn off from the 
mine and piped, at present, to a chemical works twenty miles 
distant. The gas, which has hitherto been regarded as 
nothing but a danger, is apparently proving excellent in 
thermal qualities and may become a valuable mining by- 
product. It is not yet known, however, whether its use can 
be generally extended. There are other experiments, at a 
still earlier stage of development, in the production of gas by 
underground combustion. These are being carried out at 
Batterie, near Liége. 


Meanwhile, as a measure of protection for the Belgian 
collieries during their reorganisation, M. Duvieusart has 
promised that, in principle, imports shall be restricted to the 
25,000 tons monthly of German coking fines: The Welsh 
anthracite supplies to Antwerp and the Durham bunker coal 
sent to Zeebrugge, however, have apparently not yet been 
stopped. Belgium’s international trade in coal has never been 
on a large scale, exports being conditioned by proximity to 
north-eastern France, Switzerland and, to some extent, the 
Lombard plain ; and imports by the German supplies which 
go mainly to Luxemburg and the conditions of supply of 
English and Welsh seaborne coal. At present, however, price 
conditions are wholly against Belgium, mainly as a result of 
the large increase in wages since the war together with the 
big charge for social security contributions, which adds no 
less than 38 per cent to the employers’ wage bill. These 
charges plus the low output per worker resulted, according 
to calculations made earlier this year, in a wage-cost of 
frs. 456 a ton, which compared with frs. 142 in the well- 
equipped Dutch mines, frs. 177 in Germany and frs. 219 
in Great Britain. Devaluation will have increased this dis- 
parity, and it is clear the Belgian industry has a long way to 
go before it is on a par with that of neighbouring nations. 


Dr Malan and Mr Havenga 


[FROM A SOUTH AFRICAN CORRESPONDENT] 


Dr Maan and Mr Havenga have come to terms, at any 
rate for a year, on the coloured question. The former has 
agreed to postpone for twelve months the intended legisla- 
tion to abolish the existing system by which the coloured 
community (there are about a million of them) enjoys the 
parliamentary franchise on the same roll as Europeans, and 
it is claimed for the latter that he has saved, for the time 
being, the constitution and the monarchy, To that extent 
Mr Havenga deserves and has received the felicitations of 
the English press, which, by and large, is a supporter of 
General Smuts and the United Party. 

There are aspects of this matter, however, which deserve 
closer scrutiny. One of the immediate results of the new 
agreement is the shattering of the hope of many in the United 
Party that Mr Havenga might be drawn away from. the 
Nationalists into a coalition with General Smuts—a hope 
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that flourished in spite of the fact that General Smuts per- 
sonally made no direct overtures to Mr Havenga who has 
not shown any inclination to break his pact with Dr Malan. 
There has been a reluctance on the part of both Mahomet 
and the Mountain to move or be moved. 


Mr Havenga is a peculiarly silent man. He eschews 
publicity, dislikes the newspapers, and frowns upon the 
guesswork and anticipation which forms part of the political 
correspondent’s day. What can be said of him without 
assuming more than is known is that he is more a Nationalist 
than a United Party man. He is an avowed republican and 
a supporter of the principle of race separation. His only 
difference with Dr Malan. is on the means by which Nationa- 
list aims are to be achieved. He refuses to concede the 
wisdom of seeking a republic through a simple parliamentary 
majority, though, contrary to General Smuts, he accepts the 
legality of the simple majority. In addition he rejects any 
tampering with the entrenched clauses of the South Africa 
Act, which define the political status of the coloured com- 
munity. He insists with commendable firmness upon a 
recognition of the broad will of the people. 


Conflict Confined to Afrikaners 


Mr Havenga’s presence as leader of a third party dictating 
the political course, illustrates a neglected feature of South 
African politics. Outside the country, and to a large extent 
inside it, the belief persists that the conflict is one between the 
British and the Afrikaners. Fifty years ago it could be so 
described. The conflict today, however, is almost exclu- 
sively confined to the warring elements of Afrikanerdom. 
English-speaking South Africans take part in it as spectators 
or as skirmishers and can be discounted in the bid for votes. 
The English-speaking vote has already been cast ; it wil! 
always go to General Smuts and the United Party. 


Only by recognising the nature of the conflict as an 
Afrikaner disturbance can the actions of the Nationalist 
Government be understood. It explains the absence of any 
positive effort by Dr Malan and his colleagues to attract 
English-speaking citizens to their side. The Nationalists 
have done little, possibly because there are so few opportuni- 
ties of doing anything, to counter the party propaganda in 
the English press. have done much—in Citizen- 
ship Act, in the p abolition of the BBC news service, 
in republican propaganda, and in unilingual education—to 
offend the English-speaking electorate. Theirs is a bid for 
the support of Afrikaners. 


In any consideration of party fortunes the most important 
ignift attaches to Mr Havenga’s Afrikaner party. 
Despite the respect in which Mr Havenga is held by the 
British section, his party is as exclusively Afrikaner as the 
Nationalist Party. Its members are Nationalists rather than 
United Party men, divided from the Nationalists in personal 
loyalties, in their homage to General Hertzog, and in a 
regard for the place of the English-speaking people in the 
nation’s design. 

As if to emphasise the one-sided character of the: party 
struggle the absence of any English-speaking voice or leader- 
ship is impressive, There is no Englishman, present or in 
prospect, who can hope to attract the Afrikaner vote. The 
English-speaking cause, and for that matter the British cause 
in the wider sense, depends upon the saving abilities of the 
great Afrikaners, in the person of General Smuts, before him 
in the urbanity of General Botha, and, between the wars, in 
the latter-day conversion of General Hertzog. With the 
death of Mr J. H. Hofmeyr there is no Afrikaner successor 
to this particular tradition, a fact which does not stir, as it 
should, the English-speaking section to a realisation of its 
political poverty. 

To the British, Dr Malan often tactless and gauche. 
He seems to move clumsily. It is tn the Afrikaner context, 
however, that his tactics must-be studied, and there 


he will be found capable of handling a situation with case 











THE ECONOMIST, January 7, 1950 


and advantage. He would like to have the support of 
English-speaking people. As that comes to him but slowly, 
he devotes his energies to the cultivation of Afrikaner votes. 
And in this he is not too much disturbed by the presence of 
Mr Havenga, for Mr»Havenga is no» vote catcher and no 
publicist. It would take no great pressure to persuade Mr 
Havenga to go back to his farm. 

The agreement reached between them is to be reviewed at 
the end of 1950. By that time Dr Malan’s proposals for the 
future of the coloured community will have been made 
public. Already there are indications that they will include 
provision for a separate portfolio of Coloured Affairs, repre- 
sentation ‘in the House of Assembly, and direct representa- 
tion On Provincial Councils. The scheme may appeal to 
those for whom it is intended as the constructive side of 
apartheid and, if translated into social improvements, be the 
means of attracting this section to the Government’s side. 
In that event Mr Havenga might find it very difficult to 
refuse his support. i 

It can be assumed that Dr Malan will go to the country 
on an. issue of this size with confidence in the response of 
the Afrikaner electorate. 

Where, it may be asked, does General Smuts stand in these 
probabilities. There are grave doubts whether he will ever 
again be Prime Minister of South Africa. If such be his 
fortune, it will come about as the result of world events 
rather than of purely domestic disturbances. His party’s 
chances depend on a movement of Afrikaner votes to his 
side. This movement may occur, but it will do so not 
because of the positive merits of the United Party but because 
of failure on the Nationalists’ part to grapple with the 
economic difficulties that lie pa It is useful to remember 
that on each occasion General Smuts has been raised to the 
premiership, South Africa was faced with war or economic 
crisis, never with racial problems. He remains the war 
minister called in at critical moments. Afrikaners in the 
mass have no confidence in him in native and non-European 
policy, and not very much in his ability to find men to 
sustain the nation in financial difficulties. 


New Zealand’s New 
Government 


[FROM OUR NEW ZEALAND CORRESPONDENT] 


A MONTH after the election which ended Labour’s 14-year 
rule in New Zealand, it is clear that what the country can 
expect is not so much a new legislative programme as a new 
and brisker a ch to the business of administration. To 
many New landers the comment of observers overseas 
which had been cabled to the Dominion newspapers has 
exaggerated the significance of the change of government, 
especially in its implication that New Zealand oe rejected 
Socialism. It is true that the National Party, now in office, 
did state in its election manifesto that it “stands whole- 
heartedly for an economic system owned, directed and con- 
trolled by private enterprise,” but the National Party also 
gave assurances that it would not tamper with social security 
benefits. | 


In truth, Socialism was not “ routed.” But in a consis- 
tent pattern in nearly every one of the 80 electorates a “shift” 
of about four per cent in national sentiment cut Labour’s 
Parliamentary representation from 42 seats to 34 and. corres- 

i increased National Party representation from 38 
seats to 46. The most potent factor in the change was that 
the Labour Government had grown old and tired in office. 
It had had four terms and the Best two were much more pro- 
ductive than the last two. This was logical enough ; there 
Death, thifbchios in ional 1946 had tellaced public 

hg majorities in 1943 and 194 publi 
judgment on Labour’s legislative slowing-up and its loss of 
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drive and imagination. .. Last. year .the.public decided, in 
effect, that the good things Labour had produced would not 
be lost by a change of government, and that there were likely 
to be gains in a more business-like administration which 
would loosen controls, give quicker decisions, cut waste, and 
perhaps reduce taxation slightly. 


The new Prime Minister, Mr Ho'land, has taken a direct 
line with the public which has so far given wide satisfaction. 
In choosing his Cabinet he re-grouped portfolios in a business- 
like way. There was a little surprise, perhaps, that he added 
unofficially to the size of Cabinet, which is fixed by law at 
13, by appointing three more ministers without portfolios as 
well as two Parliamentary under-secretaries. _ But so far there 
has been no suggestion that a larger ministry will mean a 
more expensive one. 


Less State Interference 


Mr Holland has made no attempt to set up in business 
as a suave politician. There has been a note of determina- 
tion to most of his public statements as Prime Minister. For 
instance, he told an audience in Auckland (the city and 
province which played the decisive part in the election) that 
the state could not be expected to act as a fairy godmother ; 
it was not able to distribute things to the people without first 
of all taking those things from the people. He emphasised 
his view that the people, having chosen to free themselves of 
government control, should “do the maximum for them- 
selves.” As far as the Government was concerned, it was 
prepared to do its job. But it also intended to get out ot 
the way of private enterprise so that private enterprise could 
do its job, too. 


The New Zealand Parliament customarily meets in June 
to begin a four or five months’ session, but a short session is 
expected about February or March to enable the new Gov- 
ernment to get legislative sanction for some of its election 
policy. 

As far as empire and foreign policy is concerned it is clear 
that no material changes are contemplated. Indeed, Mr 
Holland has paid generous tribute to the work of his pre- 
decessor, Mr Fraser, as an imperial statesman and he backed 
his compliments with an invitation to Mr Fraser to be one of 
the New Zealand delegates to the Commonwealth conference 
in Ceylon. Mr Fraser declined the invitation but promised 
to make his counsel available on questions of external policy 
whenever that should be desired. 


Peak of Prosperity 


This incident was entirely in keeping with the spirit in 
which the change of government has been made. The fina? 
stages of the election campaign had shown some signs of 
bitterness, which flowed largely from Mr Fraser’s decision 
to monopolise the election eve broadcast time instead of 
sharing it with Mr Holland. As it happened Mr Fraser, 
tired and a little irascible, made a very poor broadcast which 
must have done his cause no good. But on the following 
night he came back to the microphone to submit gracefully 
to the decision of the people and to congratulate Mr Holland 
who in turn spoke modestly of his own success and com- 
plimented Mr Fraser on his achievements as Prime Minister 
for nine years. 


Perhaps the appropriate summing-up has been made by a 
non-political observer in an article called “ Election Autopsy ” 
in the Presbyterians’ national journal. 

All except narrow partisans will wish Mr Holland and his 
team the very best luck. They are unfortunate in that they 
are entering office at the peak of perity so that they may 
be blamed if overseas conditions bring about a depression in 
this country. But they are also lucky in that have a 
good working majority in the House and an excited, expec- 
tant electorate throu t the country. Their victory has 
livened.up New Zealand politics and brought in a breath 
of fresh air. 
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Achievements of an 
Industry 


Genius for invention is inherent in the British 
people. In a previous series of announcements 
— *‘ Ancestors of an Industry ’* —1.C.l. told the 
story of Britain’s scientific pioneers from A.D.1144. 
The present series is designed to describe some 
recent British chemical achievements, many of 
which have been the genesis of new products 
and processes which have given fresh vigour to 
the nation’s industry. 

Such achievements have been sometimes the 
brilliant discoveries of inspired individuals, but 
are more often the work of teams of research 
chemists co-operating on a given task and working 
to a set plan. The announcements in this series 
are proof—if proof were needed —that the 


British spirit of initiative and enterprise Is still 


alive. 
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Let us help you determine how to 
SELL THE $ MARKET 


The huge American industrial market can yield some 
attractive and dollar-earning orders for British products— 
probably for your products. 


But to sell the American market you need to know it 
thoroughly With the help of McGraw-Hill’s industrial 
research organization, you can find out exactly where 
your most profitable sales potential lies, how to tailor 
your product to American needs, how to plan your sales 
and publicity drive. 


The Board of Trade is ready to make dollars available 
for a well-conceived research project. Why not utilize 
our nation-wide staff of 400 field investigators and our 
corps of skilled market analysts in New York ? 


We'll be glad to plan with you a survey fitted to your own 
particular needs. Just call HOL 0056 or write 


OVERSEAS BUSINESS SERVICES 


McGraw-Hill Publishing Company, Ltd. 
Aldwych House, London, W.C.2. 





for single fare 
SPECIAL REDUCTIONS 
from London to Edin- 


Askatyour'Travel Agent, 
local BEA office or at 
BEA, Dorland Hall, 
14/20 Regent Street, 
London, 8.W.1,. Tele- 
phone: GERrard 9833 
for full details of the 


BEA |=rity eave plan 


* Your family there ond beck for single fare’ 
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THE BUSINESS WORLD 





First Fruits of Devaluation 


TS figures of the sterling area dollar deficit for the 
final quarter of 1949 and of the gold and dollar 
reserves held at the end of the year make welcome 
reading—though any reassurance hey convey must be 
subject to reservations. . Certainly, the true underlying 
trend, if discernible at all at this early stage after the 
devaluation, cannot be gauged merely from the bald 
facts that in these three months the dollar deficit of the 
sterling area dropped to $31 million and that the gold 
and dollar reserve rose by $263 million, heartening 
though these movements are. To appraise these figures 
and set them in perspective, the first step is to examine 
how the deficit was financed. This is done in Table I, 
which carries the quarterly table back to the beginning of 
1949, while a more extended comparison of the gold and 
dollar reserves is given in Table II. 


Before scrutinising these figures it is well to recall that 
much of Britain’s dollar expenditure eligible for Marshall 
Aid is nevertheless financed in the first instance 
by dollars put up by the Exchange Equalisation 
Account, so that at any given moment there are dollars 
due to Britain from ECA in reimbursement of past 
expenditure. The published figures of the gold and 
dollar reserve naturally exclude these accruing dollar 
claims, so that since the beginning of the Marshall period 
there has, in effect, been a further hidden reserve repre- 
senting cash payments already made for ECA goods 
against subsequent rei ts.. This item has fluc- 
tuated considerably and has in the past. vitiated strict 
comparison of the quarterly figures of the dollar reserve. 
It can, however, be claimed on the. authority of the Chan- 
cellor. of the Exchequer that no such reservation need 
qualify a comparison of the last two. published figures— 
those covering the fourth quarter of 1949. . Amounts 
one ECA oh ee fan at ibe Sa of DF year were, 
in act, slight y. er n at the end September. 
Hence the increase in the gold and dollar reserve by $263 
million over the last quarter of 1949 was a genuine 
improvement—even though some of the factors respon- 
sible for it were of decidedly, non-recurring character. 

In a survey of these figures this week, the Chancellor 
of the Exchequer gave three broad categories of reasons 
for the reduction in the sterling aréa’s dollar deficit from 
$632 million in the second quarter of 1949 and $539 
million in the third quarter to.a-mere $31 million in the 
fourth quarter. The first was the reversal of ‘all the 
operations which had occurred in anticipation of the 
devaluation of sterling: the Peo taal ti postpone- 
ment of ‘purchases of sterling s and the delays in 
payments for purchases actually made. These influences 
had helped to inflate the deficits in the six months preced- 
ing devaluation and, conversely, their reversal diminished 
the deficit for the post-devaluation quarter. His second 

Mm was the increase in business activity in the 
United’ States in the last’ part of the year, an increase 
which led to a rebuilding of American stocks of all kinds, 





influences on the reserve are, of course, non-recurring, 
and the Chancellor ventured the guess—it cannot be 
elevated higher than this—that about half the reduction 
in the dollar deficit as between the third and last quarter 
of 1949 was due to these “‘ once for all ” items. 


The third reason given by the Chancellor for the 
diminution in the deficit was the fall in the sterling area’s 
dollar imports and the expansion of its exports to 
the dollar markets following devaluation. The cuts im 
dollar imports decided upon by the United Kingdom 
last July and recommended to other members of the 
sterling area are beginning to bear fruit. Sir Stafford 
Cripps suggested this week that as from the beginning 
of 1950 total sterling imports from dollar countries will 
be running some 25 per cent below the corresponding 
1949 figures. If so, the exhortations to economy of last 
July, reinforced by the much more formidable effect of 
higher dollar prices caused by devaluation, are beginning 
to achieve what was expected of them. 


In presenting and commenting on these figures, the 
Chancellor pleaded for objectivity in their reception. “I 
hope that no one will shout that we have already reached 
our goal or grumble that we have failed.” Those who 


FINANCING THE STERLING AREA’s GOLD AND DoLLaR DEFICIT 
million U.S. Dollars 
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Gold and | in Gold | on a % dt. eaten Total 
Dollar Deficit | & Dollar | Canadian | ERP Reserves 
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take. the trouble to analyse the figures in the light of 
the information given by the Chancellor are unlikely to 
do the former. If the assumption can be made that half 
the improvement in the dollar deficit, from $539 million 
in the third to $31 million in the fourth quarter, was 
due to non-recurring influences, it follows that the normal 
dollar deficit of the sterling area in the fourth quarter 
amounted to $250 million and was, therefore, running at 
an. annual rate of $1,000 million. This “ normal” 
deficit was almost exactly filled by Marshall Aid last 
quarter, but it greatly exceeds the prospective receipts 
from Marshall Aid, particularly after June 30th next. 
Since the Canadian credit is beginning to run dry and 
Britain will very soon have to think seriously of re-selling 
to the IMF the dollars which it acquired from that insti- 
tution for sterling up to the permissible quota in 1947 and 
1948, the need to look at the dollar problem without the 
rosy spectacles of exceptional external assistance through 
which it has lately been viewed, should be self-evident. 
Seen in the cold light of reality, the dollar deficit of the 
sterling area in the first post-devaluation quarter stil] 
gives little cause for reassurance. As the Chancellor said 
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this week, “a great deal remains to be done if we are to 
eliminate the real deficit.” 

Even more will have to be done if the gold and dollar 
reserve is to be reconstituted to a safe minimum. The 
Chancellor said this week that he still regarded the level 
of the gold reserve as at the eve of Marshall aid as the 
minimum safety level if sterling was to perform its func- 


Il. Gotp anp Dottar RESERVES (2a 
(Exchange Equalisation Account’s holdings of gold, U.S. and 
a Se) 

















In Terms of : 
US. Emon | £ million 
$uillion | y o's 30) | (at old rates) 

ae eee 
December, 31, 1965 . 2... 20sec ecenccce 2,476 610 
ie DO, BON ii sigs py nk'n kid ben deen ad 2,301 567 
Deventher 52; 2906 2 A i et 2,62€ 664 
March 31, 1947 (OOS gad oa 586 
Seon WE AGT 352... ce cicspntie ies 2,420 593 
september 30,1947 2... 2... seis 2,383 587 
Decsusber Sh; 1947: 25 os. o.oo hase. ‘ 2,079 512 
Sah 3%, ISU ice. . Fen EE | 2,241 552 
A I ON. 65s vs 'v ns teen ukeibeieed 1,920 475 
September 30, 1948 .........0..0 00.04 1,777 437 
ee a eee ee ee 1,856 457 
PII A RMR in. sisi ie Be eet 1,912 471 
We BATE oo or See te tb Rh ke 1,651 406 
september 16, 19497. 0s. eins se 1,329 330 
September 30, 1949 Fc ehawisee ees i 1,425 509 351 

December 51, 1949 .:....4.5 -cesedauss 1,688 6035 ae} 


* Immediately before the beginning of E.R-P. 
+ Immediately before devaluation of sterling. 


tions as an international currency. This means that the 
gold and dollar reserve should be built up again to $2,240 
million—or, at the present rate of exchange, to about 
£800 million. That is more than $500 million in excess of 
the reserve held at the end of 1949. The recovery in the 
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reserve in the last quarter was due wholly to exceptional 
assistance—to Marshail aid, drawings on the Canadian 
credit and to Australian purchases of dollars from the 
International Monetary Fund. If.the reserve has to be 
built up by a dirther yo million in a phase of rapidly 
diminishing external assistance, the task which faces this 
country is one which leaves no room for complacency in 
looking back on the results of the last quarter. 


Nonetheless, the achievement of the first post-devalua- 
tion quarter must not be discounted. The powerful 
stimulants and sedatives injected into various national 
economies by the exchange readjustments of last 
September are beginning to show results. Already losses 
of gold by Britain to the two hard currency countries of 
Europe—Belgium and Switzerland—have stopped, and 
this movement can be directly attributed to the more 
permanent effects of devaluation. This cessation in the 
gold drain to countries other than the Western Hemi- 
sphere is one of the most welcome features of the last 
quarter’s returns. Another reassuring aspect of the 
improvement is that, according to the Chancellor, it was 
fairly evenly spread over the whole of the past quarter 
and that the recovery in the reserves was still proceeding 
at the end of the year. ‘This suggests that the non- 
recurring influences in the situation are still operating. 
But as those influences must be losing potency, it also 
suggests that more permanent influences making for an 
improvement in the balance of payments are slowly 
gathering strength. They will need to do so, and much 
more rapidly, if the tasks ahead—the rebuilding of the 
gold and dollar reserves to a safe minimum and the estab- 
lishment of dollar solvency by the sterling area by 1952 
—are to be successfully accomplished. 


Too Much Steel? 


W HEN, last spring, the Organisation for European 
Economic Co-operation embraced the principle 
that projects of investment and modernisation in Euro- 
pean industry “should be developed rationally and in 
concert,” steel was one of the first industries to which 
the principle was held to apply. Since this decision was 
followed closely by the announcement of international 
approval for a series of iron and steel development pro- 
jects, there was a natural inclination in the public mind 
to assume that a European steel plan, or something of 
the kind, had been evolved ; but this was mistaken. 
It had to be pointed out at the time that no method 
of international ing, or even of co-ordination, of 
investment existed. Steel Committee of OEEC 
wa eS oan ee 
, wh ed ‘oul ‘ 
wal tee alte, dna it little choice but 
to approve them. It also made a conscientious study of 
the possibilities of co-ordinating investment in the future, 
and in the autumn produced an extremely tentative 
report, which has not been published. The fact was that 
neither its political structure nor its extremely modest 
organisation would allow it to go very far in treating a sub- 
ject at once technically complex and politically difficult. 
It is all the more to the credit of the Economic Com- 
mission for Europe that the secretariat of the steel divi- 
sion at Geneva, in a report published this week*, has 
* European Steel Trends in the Setting of the World Market. 
Geneva: Steel Division, Economic Commission. for Europe. 





plunged firmly and publicly into the forbidding subject. 
The distinction between the secretariat and the Steel 
Committee of ECE (which is made up of delegates from 
the member countries) is in this case real. Many 
members of the committee were prepared broadly to sup- 
port the estimates of ble output and consumption 
—and therefore the of a surplus in the near 
future—at which the secretariat had arrived ; but other 
members, perhaps because the expansion plans of their 
countries are by implication criticised, objected to the 
secretariat’s conclusions. The constitution of the 
United Nations, however, permits the secretariat to 
publish its own studies of affairs without seeking the 
specific approval of the member countries, and the 
decision to publish this report was taken on that 
principle. This is fortunate, because there is little 
doubt that before unanimous agreement could have 
been obtained, the argument would have had to be 
watered down. 


_ As the report stands, the argument is plain and forth- 
right. Substantially, is that the exiting known pro 
grammes of the European steel industries, together, 
will give a total annual production of more than 70 million 
tons of crude steel in 1953. This forecast is based on 
the national production programmes and not on calcula- 
tions of capacity, though naturally it assumes that certain 
new plants will have come into ion by. then... But 
the secretariat does not expect demand for 
steel in 1953 to be more than 58 million tons—if 1953 





THE ECONOMIST, January 7; 1950 


is a year of full employment. Further, it does not expect 
that Europe will be able to export more than 4,100,000 
tons of crude steel (or 3,000,000 tons of finished stéel) 
in that year to the resi of thé world—again, assuming 
high levels’ of trade and employment all round, and 
making a number of other assumptions which the authors 
of the report clearly believe to be optimistic. This means 
that Europe will be able to sell, at home and abroad, only 
about 62 million tons of basic steel products expressed 
in crude steel equivalents, and that some 8,000,000 tons 
of output will not find a market. The suggestion is made, 
therefore, that investment and production plans for the 
national steel industries ought to be co-ordinated in 
earnest, and this ought to be done jointly by the pro- 
ducers and consumers of steel as well as by the govern- 
ments. Some of the projects which are to lead to the 
high level of output which is forecast have not yet been 
begun, and might (it is 
hinted, be reconsidered. At 
the same time a co-ordi- 
nated effort ought to be 
made to influence the con- 
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steel will increase ; but an ¢Xaiifation shows that they 
are, at che Same time, developing steel production of their 
own. The Middle East, which is an exception in this 
respect, is expected to import something less than 
1,000,000 tons in 1953. Japan was a net exporter of steel 
before the war, and the Japanese steel industry, though 
depleted by the war, is beginning to recover. Australia 
and India have become important producers—Australia 
is the lowest-cost steel producer in the world—and have 
soundly-based expansion plans which are expected to take 
effect by 1953. On balance, the Far Eastérn countries 
are expected to need net imports of only 700,000 tons in 
1953 to make up their total requirement of 11,550,000 
tons. In Latin America, annual steel consumption rose 
from 2,140,000 tons in 1935-39 to 3,560,000 tons in 
1948 ; it is expected to rise further, as industrialisation 
progresses, to 4,550,000 tons in: 1953. But Brazil has 

developing its steel 
industry, and the Argen- 
tinian plans for domestic 
steel production have been 
revived ; output in Latin 
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brought to bear is some- 
what intimidating until it 
is realised that the same 
broad conclusions can be 
reached by simple empiri- 





(a) Main Producing Regions 
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conclusion that the world 
outside Europe, but includ- 
ing the Soviet Union, will 
require net imports of only 
3,750,000 tons of finished 
steel (5,000,000 tons of 
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the United States, the recent shortage has come to an end, 
and American output has been cut. The Soviet Union is 
planning a huge increase in steel output—“ a production 
of 25 million tons is planned for 1950 and there has been 
authoritative mention of 60 million tons as the steel target 
for 1960 ”—but, though these suggest a rapid 
increase in requirements, Soviet policy has never aimed 
at importing steel in large quantities, except when prices 
were abnormally low in depression years. Canada, in 
spite of its expanding production, will probably continue 
to be a substantial importer, but “ American steel will 
almost certainly continue to hold the bulk of the Canadian 
import market.” 


The traditional importers of steel from Europe are the 
under-developed areas—Latin America, Africa, the 


Middle East and the Far East. It is clear that, as these 
regions develop their industries, their requirements of 


“exports and imports,” without adjustment for variations in stocks. 
ivision, Economic Commission for Europe. 






per cent in 1939. Imme- 
diately after the war the 
United States was the 
principal supplier, and even in 1948 the European share 
had recovered only to §3 per cent. The European 
exporters of steel who had maintained their position, 
and even improved it, during the depression of the early 
thirties, now find themselves at a decisive disadvantage 
in the trade in flat products and pipes, which has fallen 
substantially into American hands. The authors of 
the report emphasise that price and quality will 
henceforth again be the decisive factors. They believe 
that they are being “very optimistic indeed” when 
they accept the possibility that Europe may regain a 
share of 80 per cent, or slightly more, in this 
trade. “The postwar export policy of American steel 
producers,” they add, “ would seem to justify doubts in 
this respect.” 

In the United States, where production of crude steel 
rose from 51.4 million metric tons in 1937 to 80.3 million 
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in 1948, apparent consumption ——* 
from 47.9 to 75.2 million tons. 
the deciire inubwerial and -peliccal Eabet-dok world 
today. What are the that a similar revolution 
will- take place in Europe between now now and 1953 ? 
European consumption in 1948 was 44.9 million 
tons—more than in 1935, though less than in the 
years 1936-39. The annual consumption per head which 
this represents, 110.5 kilograms, compares with 518 
kilograms per head per year in the United States. It is 
clear, however, that the rate of increase of consumption 
per head which can be achieved will depend on the 
ability of the main using industries to absorb the steel. 
The report makes a series of estimates of steel consump- 
tion for these industries (coal mining, electricity, trans- 
port, engineering, and so on) based largely on the pub- 
lished national plans for their expansion and activity ; 
these estimates are brought down from an otherwise 
ambitious level by the modest expectation of railway 
development, and the increase arrived at is no more than 
34 per cent. Separate and parallel inquiries were also 
pursued by other methods, and none of the answers give 
a probable consumption in Europe of more than 60 
million tons of steel in'1953. The estimate of “ prac- 
tical ” maximum demand in that year at which the report 
arrives, §8 million tons, represents a per capita consump- 
tion of some 136 kilogrammes; and this European 
average—the report comments— 

would be equal to the prewar average level of consumption 
in countries like France or the Netherlands. For a continent 
which has been so impoverished by war and by subsequent 
political instability to reach such an average level of con- 
sumption would no doubt be considered a most remarkable 
achievement. 

To meet these relatively modest requirements, the 
European countries have launched out into expansion 
_ projects which appear quite disproportionate to the need. 
The most remarkable proportionate increases are in 
countries which had only small steel industries before 
the war. Thus, while the British expansion programme 
is massive, the proportionate increase which it represents 
becomes insignificant by the side of mushroom develop- 
ments in Greece, Turkey, the Netherlands, Denmark 
and Norway. Only for Germany is a steel output 
envisaged which is tess than before the war, and here 
it is necessary to remember that German capacity is still 
in excess of permitted German production ; if the condi- 
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tions were to arise which would make such a step profit- 
able, more German capacity might be brought into play. 
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oman mg = apc yeep advocates 
expansion have out, not be alarming. 
Indeed, in the finishing end of the industry some excess 
of capacity over output can be. said to be necessary in 
order to provide the flexibility of output of finished pro- 
ducts which the consuming industries need. In the 
sections producing crude steel, it may be possible to some 
extent, and even useful, to correct over-rapid investment 
by accelerating the rate of scrapping of new plant. But 
the argument of efficiency cannot be used to support those 
investments which are based on autarkic considerations 
purely and simply. Some of these can fairly be guaranteed 
to do no more than replace steel imported from an effi- 
cient neighbour by dear steel produced on a small scale, 
for a small national market, from expensive imported coal 
and ore. The report expresses the opinion that “ the 
general tendency towards autarky which is noticeable in 
many fields other than steel is probably the most impor- 
tant single factor responsible for many of the present ex- 
pansion plans.” Some of the projects arise from a con- 
ception of strategic interest which the report shows to be 
half-baked ; more than a few spring less from commercial 
than from national and political conceptions of industrial 
development. When the pinch comes, it may be the 
economic and intelligently-sited industries which are 
forced to contract, while national plants serving a loca! 
market, and perhaps not serving it efficiently, will receive 
protection for the political reasons that caused them to 
be erected. 

What Europe needs (it is suggested) is not a con- 
glomerate of national policies of self-sufficiency, but “ the 
guiding policy of economy in the use of resources.” Thus, 
if money were not wasted on unnecessary steel plants, 
more would be available to invest in other industries 
which would in turn make possible an increased use of 
steel. By these means the European steel industries 
would be enabled in the long run to develop in a healthier 
way, and on a more stable economic basis, than now 
seems likely ; and the general standards of living would 
be enabled to rise. False investment policies, by con- 
trast, can only aggravate the restrictive tendencies in 
European trade ; and the consumer has to pay. 
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Business Notes 


From Surplus to Deficit 


At first glance, the Exchequer returns for the nine 
months to end-December suggest that there has been a less 
drastic inroad into the Chancellor’s projected “ above-line ” 
surplus than might have been expected. Made up on the 
eve of the year’s main tax-gathering season, the accounts 
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Years to Mareh 31 








Ordinary Recon eCisgssunhatr ces 


5,778 
Ordinary Expenditure ............. 








“Ordinary” Surplus (+) or Deficit (—) + 489 
Se WO nbn kitiis s <b Senwnn 19 
sccaciiaiell eal iclhedesrasetahaiAaciie-asicdenmapieatteeilaasiaiie 
“Below Line” Expenditure (net) :—~ 

Loans to Local Authorities......... 179 230 231 213 
War Cee. i io ia sb nc ck sss j 96 146 130 164 
Civil Contingencies Fund .......... 10 es 27 oe 
POUR SNE CMGIME, cos cas soc diuous i5 13 i9 18 
EPT DeWt ook bl Aes & li n 7 
Other Exchequer Advances* ....... 58 23 61 54 

46 | 423. | 479 456 


* Chiefly y coal, ‘cotton, ‘housing, films ‘and overseas S resources. 

t Actual, + estimate. 
show a cumin! tial . deficit eS just over {£22 
million (or £34 million after provisions for statutory sinking 
funds are included). In the similar period of 1948-49 there 
was a surplus of £272 million (or £260 million after allowing 





for sinking funds). This deterioration on the nine-month 
period is a good deal less than the decline originally en- 
visaged for the full year—the Chancellor budgeted last April 
for an above-line surplus of £470 million (after sinking 
fund) compared with one of £831 million in 1948-49. 


Closer examination of the accounts shows, however, that 
the position is a good deal less favourable than these figures 
suggest. Ordinary expenditure, which for the full year was 
expected to rise by £136 million, has already risen by ao 
less than £254 million and actually exceeds by fully £100 
million the increase envisaged after allowing for supple- 
mentary estimates already presented. The fact that only 
a relatively small deficit is shown for the nine months is 
thus wholly due to the buoyancy of revenue, which the 
Chancellor expected to decline in the full year by £229 
million but which has so far fallen by only £41 million. 


* * * 


Large Non recurring Receipts 


Unfortunately, this buoyancy has been mainly due to those 
special categories of revenue the receipts from which are 
non-recurring. For the fiscal year as a whole, the Chancellor 
expected receipts from surplus stores and miscellaneous 
receipts to decline by £186 million, whereas they have so 
far fallen by only £74 million. Again, receipts from trading 
services were expected to fall by nearly £11 million, whereas 
in the nine months they have actually risen by fully £38 
million, most of this gain having occurred in the past three 
months. 


Among more normal sources of revenue, the principal 








Traders and industrialists looking for opportunities 
in the undernoted Territories should get in contact 
with the National Bank of India. Topical information 
on business matters and a comprehensive banking 
service are ensured by a network of branches in 
these areas. Your enquiry is welcomed at Head Office. 
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gain has been in EPT and profits tax, which in the full 
year were expected to provide £39 million less but have so 
far provided nearly £23 million more than in the previous 
year. Receipts from excise have fallen much less steeply 
than was expected, but those from customs, expected to 
expand slightly, have contracted. Death duties and surtax 
have both been buoyant, but income tax, from which an 
additional {122 million was expected for the full year, has 
so far contributed only an extra £4 million. As, however, 
appreciably less than half the yield of income tax is collected 
in the first three-quarters of the year, it is much too soon 
to assume that the shortfall on this particular estimate will 
not be made good in the next three months. But even if it 
is made good, the year-end pattern of above-line revenue 
is likely to be a good deal less satisfactory than that shown 
by the end-December return. In the last quarter of the 
fiscal year 1948-49, the Exchequer collected £47 million 
from the “ once-for-all” Special Contribution and it also 
brought in a special credit of £55 million (under the head 
of miscellaneous receipts) arising from the financial settle- 
ment with India. 


The position “ below-line ” has also been much less satis- 
factory than had been expected. Aggregate expenditure, 
after deducting the relevant credits, was expected to fall 
during the full year by £23 million to £456 million, whereas 
in the nine months it has already risen by £57 million to 
£423 million. This is only £33 million less than the estimate 
for the full year, whereas in the final quarter of 1948-49 no 
less than £113 million was expended. To date, therefore, 
there is an “ overall” deficit of £457 million compared with 
{106 million in the similar period of 1948-49. This 
deterioration of £351 million compares with a budgeted 
deterioration of £338 million for the full year (i.e., from an 
“ overall ” surplus of £352 million to £14 million). 


* x x 


« British Discrimination ” in Tokyo 

American resentment of the restrictions of trade which 
arise from the dollar shortage (and, particularly, restrictions 
of trade in oil) is in gemeral understandable. It tends, how- 
ever, on occasion to flare up over some unexpected issues; the 
outcry about “British discrimination” against American 
companies in Japan is the most astonishing example yet 
recorded. 

Until Japan became a closed economy in the middle 
thirties, rather more than a third of the oil trade in Japan 
was in the hands of what are now “sterling” companies. 
After the war, the American command in Tokyo (SCAP) 
permitted the sterling to re-establish themselves 
in the market—though only as distributors, since the 
Japanese requirements were met with products imported 
ready refined from the United States, and paid for in 
Washington out of US Government funds for relief in occu- 
pied areas. The Anglo-Japanese trade agreement for 1948- 
49 provided for some Japanese ses of oil from the 
sterling area, but nothing came of the provision ; except for 
a small amount of indigenous oil, which was refined locally, 
Japan’s requirements continued to be met from American 
sources, through tenders to the Government in Washington. 

Last summer, however, General MacArthur decided to 
permit the Japanese commercial refineries to operate once 
more on imported crude oil. At about the same time, a new 
Anglo-Japanese trade agreement provided for Japanese pur- 
chases of sterling oil (crude oil and/or eum products) 
to the value of £ 5,000,000 in 1949-50. ingly, tenders 
were invited in Tokyo in October for more than 


4,000,000 
barrels of crude oil to be paid for in sterling. The British 
groups (Shell and Anglo-Iranian) offered oil from Kuwait, 
but their tenders were refused ; instead, 960,000 barrels 
were bought an, 8 stop-gap. am California with American 
Government funds, and in November a new tender was — 
invited for 2,000,000 barrels. On this occasion a condition 
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was made that the oil should not contain more than 1.6 per 
cent sulphur—a stipulation which admits Arabian oil (ex- 

i American companies) but excludes Kuwait oil. 
It was explained to the British companies that their previous 
tenders had been rejected because of the high sulphur con- 
tent (some 2} per cent) of Kuwait oil ; this (it was implied) 
would be liable to have corrosive effects in the refineries. 
The second tender, which again was specifically for payment 
in sterling, was awarded to the Overseas Commercial Cor- 
poration, which offered Arabian crude. 


The question then arose how this American undertaking 
came to be in a position to take sterling in payment for oil 
which it would itself have to buy for dollars. The corpora- 
tion explained that it proposed to spend the sterling in Japan, 
on Japanese textiles, and would pay for the oil with dollars 
obtained by selling these textiles, presumably in the United 
States. e British exchange control found this procedure 
unacceptable, and refused to agree to the use of sterling ; 
the corporation was therefore unable to get its successful 
tender confirmed by SCAP, and the transaction fell through. 


* x * 


Dollars or Sulphur ? 


_ _ This unhappy story requires two footnotes. The first 
is that the exchange control regulations were not—as seem; 
to be supposed—altered or manipulated to “ discriminate ” 
against the American company ; the regulations as they stand 
do not permit the American companies to sell their oil for 
sterling outside the sterling area, because it would leave a 
residue of sterling in American hands, and this would ulti- 
mately constitute a dollar claim. Obviously, there were 
s | features in the proposed transaction which the British 

vernment, interested in the balancing of trade between the 
sterling area and Japan, could not be expected to like ; but, 
shorn of these features, the transaction is analogous to. many 
which American oil companies would like to undertake, and 
cannot, in many parts of the world. The regulations some- 
times have absurd and unfortunate effects, but it would be 
hard to show that the present case is one of those. 


The second point is that it is hard to know how seriously 
the objection to the high sulphur content of the Kuwait 
crude is intended. The British companies are sceptical, 
partly because they made an alternative offer of virtually 
sulphur-free crude from Borneo and this was disregarded. 
They are, however, sending a refinery technician to Japan 
to convince the Japanese that the sulphur in Kuwait crude 
is no more difficult to handle in refining than the sulphur in 
Arabian crude ; it presents no insuperable problem of corro- 
sion in the refinery; and, in the finished products, the 
sulphur remains in the heavy fractions in the form of stable 


(and innocuous) compounds, while the lighter distillates arc 
virtually sulphur-free. 


_ It is by now clear that these explanations will have a con- 

siderable barrage of propaganda to trate. The present 
position is that the authorities in Tokyo have left it to the 
Japanese refiners individually to buy crude oil, if they, wish, 
with the available sterling. In view of. the amount of 
prejudice that has been created, and of the fact that no 
sterling oil has yet ated into Japan since the war, the 
prospects for this ch of Anglo-fapat trade do not 
look brilliant. The fantastic feature of the whole affair is the 
storm of indignation which it has produced in some American 
business circles against “ British discrimination.” 


x x x 
From IEPS to EMA 


A special payments committee of the Organisation for 
European Economic eration has been hard at work 
during the past week putting the finishing touches. to..an 
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amended: Intra-European: Payments Scheme which, all being 
well, will be submitted for approval to the full meeting of 
the Council of OBEC later this month: The new scheme 
which is beginning to emerge from these discussions is in the 
main the product of a marriage between British and American 
proposals. These showed strong resemblances from the 
start, the similarity being not altogether surprising since 
each had its inspiration in Lord Keynes’s plan for a Clearing 
Union. The latest reports from Paris suggest that the IEPS 
will become a European Monetary Association which will 
i the twin roles of a central clearing institution and 
a monetary fund granting credits to member countries. It 
will, in other words, combine the jobs now performed by the 
Bank for International Settlements and by the system of 
contributions and drawing rights established under the IEPS. 
It would be reasonable to assume that the BIS would take 
over the task of the European Monetary Association, though 
this might involve some reform, and even a geographical 
shift, of the Basle bank. 


The members of the EMA would contribute quotas to the 
Association, paying the bulk of them in their own currencies 
and only a small part in gold and dollars. The Association 
would, in addition, receive ECA dollars, the amount for the 
current year being limited to the $130 million still available 
out of the pool put at the di of ECA to finance schemes 
helping to free European trade and payments. In subsequent 
years, a larger proportion of the ECA dollars appropriation 
would be made available to the European Monetary 
Association, this being the main channel through which 
Marshall dollars for the remainder of the European Recovery 
Programme would be distributed according to merit and 
not according to deficits. The European Monetary Associa- 
tion would make periodic clearings of intra~-European debits 
and credits. 

As under the BIS compensation, the member coun- 
tries would meet their ultimate balances first from existing 
resources ; thereafter, they would be helped by recourse 
to the facilities of the Association. They would buy 
the currencies of which they were in need from the EMA, 
making payments in their own currencies. It has been sug- 
gested that the Association should keep its books in a special 
unit of account based on gold—an echo of Keynes’s 
“Bancor” device. The creditors under the scheme would 
thus have a claim on the Association as a whole, and this 
claim would be expressed in terms of the new unit of 
account. Provision would, however, be made for immediate 
convertibility of part of these credits into gold or dollars, 
thus giving the member countries an incentive to build up 
surpluses in their intra~European trade. The deficit coun- 
tries, for their would be subject to pressure intended 
to restore equilibrium in their balances of payments. This 
would take several forms, including alterations in the 
exchange values of their currencies. . 


x 


Such a scheme would do away with most of the defects 
involved in the rigidity and bilateralism of the existing IEPS. 
Its limitations in achieving effective interconvertibility of 
European currencies should, however, he r ised. It would 
avail little to restore free payments within Europe if quotas 
on intra-European trade continue. The setting up of this 
new European Monetary Association thus needs to be accom- 
panied by vigorous action for the liberalisation of intra- 
European Bes Again, no mechanism of this kind, however 
ingenious, will — if there is substantial disequilibrium 
in European balances of payments. The success of the 
scheme would therefore depend on the effectiveness of the 
measures taken to keep payments in approximate balance. 
Even with all these reservations, however, it is evident that 
the arrangement would represent an immense advance on the 
present IEPS. It would, above all, have the elasticity which 
the present scheme lacks, It would allow intra-European 
trade to evolve and adjust itself gradually to the tapering 
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off of Marshall aid and to anticipate the state of affairs that 
will soon obtain when Europe’s trade will have to be con- 
ducted without any injection of dollar grants. 


* * * 


No Dollars for Lord Trefgarne 


The negotiations for a dollar loan from the International 
Bank for Reconstruction and Development to the Colonial 
Development Corporation have broken down. The amount 
of the initial loan was to be $5,000,000, but more w 
to be made available as and when required. The finance 
was needed by a subsidiary of the corporation, the Colonial 
Development Corporation Engineering Ltd., and would have 
been used to purchase tractors, bulldozers and other mobile 
equipment to serve the corporation’s whole field of activities. 
It had teen contemplated that the British Treasury would 
guarantee the loans, as would in any case have been required 
by the bank’s constitution. The main obstacle to agreement 
was the unwillingness of the corporation to accept the stan- 
dard form of loan contract applied by the bank to all its 
borrowers. 


In the view of the corporation, the terms of this contract 
would have placed an undue administrative burden on the 
corporation’s staff, given the detailed information that would 
have had to be supplied to the bank not only about the cor- 
poration’s activities but about all its ancillary interests. A 
second, and probably more fundamental, reason for the dead- 
lock was the unwillingness of the corporation to submit to 
such inquisition, which it regarded as “ unacceptable inter- 
vention in its operation in the Colonies.” It should be pointed 
out that the conditions which have proved unacceptable to 
the corporation appear to have been accepted without undue 
difficulty by such borrowers from the bank as France, Bel- 
gium, the Netherlands, Luxemburg and many others. Some 
of these borrowers may have been induced, in their thirst for 
dollars, to swallow their pride, but that is hardly an accusa- 
tion which can be levelled against all of them. At the same 
time it must be said that if the International Bank is to 
become one of the main channels for the export of capital to 
under-developed countries it will need in its technique and 
operations somewhat greater elasticity than is allowed by 
rigid adherence to a seemingly immutable form of contract. 


Finance and Investment 


Exchange Control Relaxations 


A number of minor relaxations in sterling exchange con- 
trol came into effect on the first day of 1950. The most 
important relates to the freedom with which fresh capital 
brought into the United Kingdom for approved projects 
may thereafter be withdrawn. Previously such capital was 
blocked for a minimum period of ten years. Now any new 
capital coming in can be taken out again at any time, up to 
the amount of the original investment. This relaxation has 
been made in the hope of facilitating an influx of American 
capital. A number of projects for such investment have taken 
shape recently and have received the transfer guarantee 
granted by ECA as part of the Marshall plan. The previous 
restrictions on the freedom with which such capital could 
be withdrawn had become highly anachronistic and their 
removal was overdue. : 

For the rest, the relaxations apply to transactions with 
other OEEC countries—except the hard currency countries 
in the group, which include Belgium, Switzerland and, for 
some purposes, western Germany. The measures fall into 


four categories. First, persons from these countries who 
are working in Britain and who are “ non-residents ” for the 
purposes of the British exchange control, will be allowed to 
remit home as much as they can save out of their earnings. 

















earnings. Secondly, Britain will be prepared to 
give more liberal treatment to applications by private indivi- 
duals to remit money for compassionate purposes to relatives 
or dependants in’ the countries concerned. Thirdly, 
emigrants from Britain to the countries in question will be 
allowed to take with them up.to £5,000 of their capital 
spread over a period of four instead of the previcus 
maximum of £1,000. Finally, the United Kingdom will give 
similar treatment to foreign nationals who ‘eave it to take 
up permanent residence in any of these countries. At 
present such persons can transfer only {1,000 These re- 
laxations relating to “ invisible ” transactions have been noti- 
fied to OEEC and have been made in accordance with the 
resolution of the Council of OEEC of November 2, 1949, 
asking member countries to achieve the maximum relaxation 
of exchange restrictions on such invisible items. The relaxa- 
tions have beén specifically withheld from Belgium and 
Switzerland because the British authorities are still apprehen- 
sive of gold losses to these countries, 


* * ® 


Performance and Portents in New Issues 


The slightly better appearance of stock markets in the 
closing weeks of 1949 has done little to lift depression from 
the capital market, which is doubtless thankful to see the end 
of a distinctly lean year. The Economist figures for capital 
issues published in the Records and Statistics Supplement 
this week show that the total of {125,027,991 “‘ new money ” 
subscribed by the public in 1949 was less than half the 
comparable amount of {261,549,524 for the previous year. 
(These figures exclude permissions to deal and stock 
exchange introductions which are the poorest grist to the 
mill of the finance houses and stockbrokers.) The “ new 
money ” total was the lowest for a full year since the end of 
the war. Fixed interest issues are responsible for most of the 
decline with a reduction from £136,748,240 to £16,919,050, 
while ordinary capital issues fell from £101,652,913 to 
£76,469,520 on the year. British Government loans, in- 
cluding sales of National Savings Certificates and Defence 
Bonds show a net repayment of {5,417,000 in 1949 com- 
pared with net borrowing of £115,5§7,091 in 1948. Prefer- 
ence shares weathered the uncertain period after the 
unfavourable legal judgments early in the year remarkably 
well and were the only to improve on 1948, with a 
rise from £23,§§0,871 to £32,244,001.) 

If permissions to deal and stock exchange introductions are 
included, the “new money ” total of £329;370,310 for 1949 
is not lably below the aggregate of £361,918,076 for 
1948. 1948 total included the £100 million loan raised 

by the British Electricity Authority towards the end of that 
. year, but this money was mainly used in 1949. If con- 
versions are also included, the weighty influence of the 
1} per cent Exchequer Bond operation completely distorts 
the picture, making the grand total of all capital issues 
 £1,111,810,950 compared with £466,145,675 in 1948. 

Although these figures suggest that activity in the capital 
market was on a much reduced scale last , the effective 
demand of industry for new finance has still been heavy and 
is reflected at least in part by the increase of £150 million 
in bank adyances. Dependence on: bank finance is evident 
from the accounts of such widely different concerns as Odeon 
Theatres and English Electric. The Public Works. Loans 
Board, the Film Finance Corporation and the Finance Cor- 
poration for Industry are ‘nowadays eee of capital 
whose operations are not regularly reco in the mi 
Details have been announced this week of the FCI’s provision 
Further, wide resource was made in 1949 to private placing 

following the success of th as po ‘obacco 
issue of £10 million in the previous year. leading 











the 
English Electric have started the ball rolling this week by 
announcing their intention to proceed with a debenture issue 
and a small issue of ordinary shares. With so much at stake 
in bringing the OFS goldfield to the producing stage, 


good start in the New Year and were virtually 
buoyant section on the Stock Exchange this week. In 
gilt-edged section the projected £3,250,000 issue of 34 per 
cent 1968-73 Jamaica Government inscribed stock was over- 
subscribed on Thursday, a sign that other borrowers may 
soon be expected at the Capel Court entrance—among them 
South Africa for its second instalment and the Rhodesias. 
But even with a breathing space of over twelve months until 
the next big Government maturity, the coming months 
may not be easy in the capital market. Electioneering will 
not help, and who knows if an issue of British steel stock 
will follow in its train ? 


* * 


* 


Life Assurance at a High Level 


When this issue of The Economist went to press state- 
ments of life assurance business written in 1949 were still 
not complete. Those figures which were available are listed 
below. Since some offices include group life assurances and 
deferred annuities in their returns while others exclude them, 


New Lire AssuraANCE—SumMs AssSURED By 43 OFFICES 


1948 oh 1949 
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PRT EPR RRR ewe eee ew meee 


Aaa | OST de. CS TAS 4-2 5-0 5-3 6-1 
SR Sa iis se iss vas was ab olan 1-3 3-6 3-5 3-5 
ethntele 5 ei bcc kes Wet 3-4 8-0 8-1 7-0 
WO cask \ ages cia. caeoee 2-1 2:6 2-4 2-3 
Clerical, Medical and General........ 2-7 4-3 4-6 4-4 
Colonial Mutual (U.K. only). ........ 2-8 6-9 8-1 7-3 
Commercial Union...........-...+++ 6-0 12-1 14-1 12-6 
Co-operative 2.2.6... ce eee cece ee eces 3-3 20-4 21-6 21-8 
Baghe tae ous ck. ocd ceacess sv evses 10-3 31-6 38-0 40-5 
Sees bicng Shikai «kes se 5% 7 2 zs zt 
Equit MSS. Fa de. odode cae - ° . . 
Friends’ WON ante isnkisade 2-7 7-0 7-6 9-6 
General Life ..... 2... ec. cee eee 2-6 2-5 2-1 2-6 
Gresham Life o.. ccc... 0.5. case wees 3-8 3:0 3-4 3:7 
GUO ae cen btiessd Po nbs co cuspace 1-7 3-4 4-0 4:5 
Law Union and Rock .............- 2-8 4-3 3-4 3-5 
Legal and General.................. 7-2 13-3 16-3 22:5 
Liverpool, London and Globe... ..... 2-9 4:3 5-1 | 
Liverpool Victoria ...............-.. 2-6 5:5 5-7 7-4 
London Assurance...............-.5 2-7 46 4-4 4-8 
ni RMON 6 aie ck i Gaia G3s ceaons 2-7 2-2 2-0 2-3 
Manufacturers’ (U.K. only).......-.. 1-1 3-3 4:3 4-8 
and General ..........2..... 0-6 is 1-7 18 
! Employers” 5. oe... ees * 0: 1-4 1-4 
National Mutual... 2.2... .....4..55 1-1 1-4 1-5 1-8 
National Provident ................. 2-0 3:3 3-8 4-4 
North British and Mercantile. ....... 5-5 7-6 8-8 8-3 
Norwich Union. .......+---0+50++ +05 11-7 32-3 29-1 32-0 
PUN ois ssc cnas sapic es cekote ss 5-0 6-0 6-0 5-8 
Lin aPC Ga aAL ES s Lael eal 26-3 89-0 83-0 81-0 
WOUND Seis. boa 6 ak dire as cos 09 gees che 79 15:9 13:6 11-3 
idle bel cubed Goede s lanka «i+ 52 9-0 8-1 8-3 
Royal London ........c.0.-sseee see 5-5 1-8 8-5 7-7 
Scottish Amicable ............-..... 21 4-4 4-7 5-1 
Sousttiets: Like; . Gisiidissicass stein. - Oued 2-3 3-9 3-4 3-6 
Scottish Temperance and General.... 1-6 14 1:8 2-2 
Seot * niga Sg 25 we os -s 
SWF TAME, «cbs ron t seer ee cis He ' 3%-O- 38 31-1 
United Ki Provident. ........4 1-3 5-6 5-9 
University Life... guess saeses 0-5 0-6 06 
Wesleyan and General... ...0...0.) | 3-3 | £5 3-5 
Y pois = auiitiia nuke einen + ado: 5-3 5-0 6:4 
434-0 


companies ; nor indeed are the recorded figures always a very 
good guide to the varying fortunes of separate company 
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over the years, since accidents of timing can cause con- 
- ancobike, distin 


Nevertheless, the figures make it plain that the fears ex- 
pressed early in 1949 that there would be a sharp drop in 
life business during the year have not been fulfilled. So far 
indeed published figures are nearly 4 per cent higher than the 
figures published by the same offices in 1948 ; it seems, there- 
fore, that the total of life assurance business written may again 
top the £500 million mark. In view of the serious fall 
in other forms of saving this experience can only be described 
as unexpectedly heartening ; evidently the British people 
are clinging to their customary savings on life assurance 
while all other forms of saving (and much customary expendi- 
ture on minor luxuries) have had to be dropped. Neverthe- 
less, for the third year running, hitherto happily confounded 
Jeremiahs must necessarily ask whether the present boom in 
life business can possibly last. 


* * x 


Mexican P. and L. Capital Reconstruction Plan 


The delayed plan of capital reconstruction of the 
Mexican Power and Light Company (Mexlight) and its two 
subsidiaries Mexican Electric Light (Mexelectric) and 
Pachuca was published at the end of last week. In essence, 
the scheme involves an exchange of predominantly Canadian 
dollar securities into United States dollar securities—on the 
basis outlined in the accompanying table—and has been 
approved by the International Bank which is to provide con- 
uinuing financial assistance for the group’s expansion pro- 
gramme, Eight classes of stockholders are involved and 
rejection by any one class will mean the abandonment of the 
plan. Stockholders’ meetings have been arranged to take 
place in Toronto in February. Consent of at least five classes 
of the stockholders seems assured, since solid blocks of these 
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classes are held by the Sofina group which ‘has signified its 
favour of the plan. Its holdings of these five classes range 
from 21.6 per cent of the 7 per cent preference of Mexlight 
to 64.7 per cent of the equity of that company. Sofina holds 
only a nominal amount of the § per cent first mortgage bonds 
of Mexlight and Mexelectric and none of the mortgage bonds 


Old Securities* New Securitiest 


Light & Power : -- 3 
$1,000—5% Ast mort. bonds 1959...... $1,000 (U.S.)—5% Ist mort. & coll, trust 


bonds, series A due 1975, 
£100—5%, 2nd mort. 50 year bends | 
NE I oS bd os ka 5 oe eanewe $280 (U.S )—54% cum. inc. deb. stk. 
£100--6% cum. inc. deb. stk.......... 
(n.p.v.) 
10 


7:2 Pref. shares and 6 common shares 
1 Share (p.v. $100)—7% cum. pref. stk. *4 Common shares (n.p.v.). 
20 Shares (p.v. $5)—4% cum. red. 2nd ; 
OO MEM iin an os KR ag eae s ca hed ne 4-6 Common shares (n.p.v.). 
1 Ordinary share (n.p.v.) ....0-se000: 1 Common share (n.p.v.). 
Mexican 


Electric Light : 
$1,000—5% Ist mort. bonds due 1950 $1,000 (U.S.)--5% Ist mert. & coll. trust 


bonds, series A due 1975. 





uca : j 
£100 ($486-67 Can.)—5% 50 year Ist 
mort. bonds due 1967 ............. $450 (U.Sj)—5% Ist mort. & coll. trust 


bonds series A due 1975 with Canadian 





yo Ene ee. Yd pees CES option. Bye ant hank he 
* Dollar figures refer to Canadian currency. Dollar figures refer to United States 
currency 








. of Pachuca. Hence the fate of the scheme presumably rests 


upon the decision of these classes. The first mortgage bonds 
of Mexlight and Mexelectric, of which $8,654,800 were out- 
standing at December 31st, are due to be refunded on 
February 1, 1950, though recent bondholders’ meetings to 
consider an extension to July 1, 1950, failed to attract 
a quorum and have been adjourned to next Wednesday. This 
lack of interest suggests that the plan is unlikely to attract 
much active dissent. It had a satisfactory reception in 
London this week. 






Professional Men 
normally require to provide 
their own pension 


Write, giving date of birth and pension age 
for particulars of a guaranteed pension, to 
suit your own requirements 


The 
Standard Life 
Assurance Company 
HEAD OFFICE: 3 GEORGE STREET EDINBURGH 


LONDON OFFICES: 3 Abchurch Yard Cannon Street E.C4 
1Sa Pall Mall S.W.1 


aod R e @ 
Saaz Paid for in Dollars 
Rubber and tin from the East are two of our major dollar earners 
~—there are many others in this area—and the Chartered Bank’s 
wide network of Branches assists British business men in 
expanding this valuable potential and also earns dollars for 
Britain in the form of invisible exports. Eastern merchants and 
prospective traders are cordially invited to discuss their plans 
with the Managers of any of our offices in this country, and we 
shall have pleasure in placing our comprehensive Eastern 
banking service at their disposal 


The Chartered Bank of India, 
Australia and China 


(incorporated by Royal Charter in 1853) 

HEAD OFFICE: 38 BISHOPSGATE, LONDON, £.C.2. 
Manchester Branch Mosley Street, Manchester, Li Branch 
27 Oct Bene Exchange - Rumford ‘Street, Liverpoct “1 

New York Agency: i heed Men tee “g 
The Bank’s branch system, under British management directed from London, serves 
INDIA + PAKISTAN + CEYLON - BURMA - SINGAPORE AND FEDERATION OF 
MALAYA + NORTH BORNEO AND SARAWAK * INDONESIA - FRENCH INDO-CHINA 
THAILAND + THE PHILIPPINE REPUBLIC - HONGKONG + CHINA - JAPAN 
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The fifty-five pages of documentation describing the 
scheme show that, unless it is sanctioned, the financial assis- 
tance of the International Bank which is essential to complete 
the group’s construction programme will not be forthcoming, 
and the $10 million interim credit advanced by the bank a 
year ago would apparently be withdrawn. This credit was 
due for repayment at the end of 1949 but arrangements 
have been made to extend it to not later than July 30, 
1950. If the plan goes through, the repayment of this 
interim credit and a further local credit of 4,000,000 pesos 
will be made out of the long term credits of $26 million which 
would then be granted by the World Bank. But the financial 
position of the group is such that if the plan is rejected the 
repayment of these interim credits would certainly pose 
serious difficulties. 


Record Bank Clearings : 


The annual statistics issued by the Bankers’ Cleari 
House show that the total number of cheques, bills, etc., 
dealt with at the Town and General Clearings in 1949 
amounted to a new high record at just over £86,000 million, 
an increase of 7.3 per cent over the previous year and of 17.4 
per cent over 1947. These figures do not, of course, show the 
total amount transmitted through the banking system during 
the year ; they omit the £1,900 million dealt with at the main 
provincial clearings and the unrecorded amounts handled 
at the banks’ own inter-branch clearings and at various local 
inter-bank clearings up and down the country. 

The clearing figures this year appear in considerably 
abbreviated form ; those responsible for compiling the report 
have wisely left out of the detailed comparisons, and 
much of the historical record which tended in previous years 
to obscure the main kernel of information which they had 
to impart. Unfortunately the most enterprising of last year’s 
innovations—the ratios of published clearings to total deposits 
—has become one of the casualties of the new abbreviation. 
These ratios can, however, be worked out from the published 
figures. They suggest that the velocity of circulation of 
bank deposits was slightly less in the first quarter of 1949 
than in the first quarter of 1948 (the ratio of clearings 
to deposits being: 14.3 in 1949 against 14.7 in 1948), slightly 
greater in the second quarter (13.6 against 13.4), and notice- 
ably greater in the third (13.9 against 12.8). Since the turn- 
over on account of Stock Exchange business is unlikely to 
have been larger in 1949 than in 1948, these figures seem 
to be yet another indication of the increasing level of pur- 
chases by the public as the year progressed. 


* * * 


Distress in British Honduras 


The announcement that the Governor of British Hon- 
duras has ordered the devaluation of the local dollar (from 
$2.80 to the pound to $4 to the pound) has drawn public 
attention to the fact that this tiny colony was the only British 
dependency which did not devalue its currency in line with 
sterling last September. British Honduras has had a cur- 
rency system unlike any other in the Empire ever since 1914, 
when the gold reserve which served as backing to the local 
note issue was shipped to New Orleans to escape the possible 
attentions of marauding i i 
series of accidents (i 


| made 
are delivered against sterling—the Royal Bank of Canada per- 
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forming substantially the same functions for British Honduras 
in New York as the Crown Agents do for the other colonies in 
London. This system has not involved any significant drain 
on the Empire’s utilisable dollar reserve—partly because the 
ordinary sterling area system of exchange control over current 
and capital transactions can still be imposed on top of it, and 
partly because the dollar securities held as backing for the 
British Honduras note issue are worth less than $1,000,000 
anyway. The system did mean, however, that. when sterling 
was devalued, British Honduras, with a 100 per cent dollar 
backing for its note issue and with an economy substantially 
dapcdded on that of the United States (as are the economies 
of the central American republics around it) had no very 
obvious reason for following the rest of the Empire in the 
downward adjustment of rates. 

Since September, however, the economic history of the 
colony has been one of unmitigated disaster. main 
cause has been the worst drought within living memory 
which has had a serious effect on the production of chicle and 
citrus fruit for export and of food for local consumption. In 
addition, it is only too clear that the forests of British Hon- 
duras, from which the greater part of its export income is 
derived, are now a wasting asset and that the area round the 
town of Belize is becoming increasingly ov ulated. De- 
valuation may possibly permit some influx of funds seckiny 
investment in the colony (the allegation is that this has been 
retarded by investors’ doubts about the future of the ex- 
change rates), but even if these are supplemented by funds 
from the Colonial Development Corporation, the level of 
investment can hardly be sufficient to allow any substantial 
alleviation of the people’s poverty in the near future. Finan- 
cial adjustments, unhappily, will not restore the forests, check 
the growth of population, or bring down rain from heaven. 


Industry 


Coal in 1949 


The decisive feature of the British coal budget in 1949 
was that home consumption did not increase by the amount 
forecast. A mild winter and a long summer deserve, 
perhaps, the credit for this. Home consumption in 1948 
was 192.7 million tons, and the last Economic Survey 
allowed for it to be increased to between 198 and 200 million 
tons in 1949. In fact, inland consumption by the end of 
the first 51 weeks had reached only 191.6 million tons, and 
this was an increase of only 2.6 million tons over the 
corresponding 51 weeks of the previous year. Exports have 
thus been enabled to come up to expectations, while distr:- 
buted stocks, at 15.6 million tons on Christmas Eve, wer: 
— a million tons higher than they had been twelve month; 
earlier. 


The production record for the year was once again 
saved by a spurt in the few weeks before Christmas. The 
target for the year, having at one stage been pitched higher, 
was put in the Economic Survey at 215 to 220 million tons. 
But the progress made up to September was poor, and Mr 
Gaitskell, in his message to the industry this week, recognises 
that when the appeal for greater output was launched in 
September the realisation of even the lower of these two 
figures looked “very unlikely.” In the event, the last 
quarter of the year saw a marked increase in output per 
man-shift (from 1.16 tons in September to 1.23 tons in mid- 
December), while at the same time the shrinkage of the 
labour force was for the time being, at least, arrested. Coal 
output from the mines reached an aggregate of 202,674,100 
tons (provisionally estimated) for the whole year. This was 
nearly 6,000,000 tons more than the deep-mined output in 
1948. Opencast output added 12,439,700 tons ; this was not 
so much less than the estimate as had at one time been 
feared. Total output for the vear thus amounted to 
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215,113,800 tons. The comparable figures for previous 
years are shown in this table: r 


SALEABLE OvutTPpuT oF CoAL 
1946 1947 1948 1949 


Deep-mined .......... 181-2 187-2 196-7 202-7 
OpGRGMe Soest fete c es 8-8 10-2 11:7 12-4 
TOCA is aks dh em 190-0 197 +4 208 -5 215-1 


The Minister of Fuel and Power, who initiated the autumn 
appeal and may be supposed to be considerably relieved by 
its Outcome, sent a message this week to the trade unions 
in the industry and the Colliery Managers’ Association as 
well as to the Coal Board, thanking them all: 

The efforts which you have all made have been crowned 

with a large measure of success despite the fact that, over 

the year, manpower in the industry has declined by 16,000. 
This is temperate praise. To have said more would, how- 
ever, have been hyperbolic. The essential thing now (as last 
year’s experience shows) is that the effort of the last three 
months should be intensified rather than relaxed, so that the 
industry does not once more fall behind by the autumn and 
have to rescue itself by yet another last-minute spurt. Before 
everything else, attention needs to be directed to reducing the 
still unreasonably high level of absentecism. 


* * * 


Dispute over Free Coal 


The unfortunate dispute over concessionary coal for 
Lancashire and Cumberland has not yet been solved and may 
again cause trouble unless progress is made quickly. After 
prolonged discussions between the Coal Board and the 
National Union of Mineworkers’ executive last summer, it 
was agreed that each district should be asked to give up a 
certain proportion of its cheap coal for the t of the 
Lancashire and Cumberland miners who, for some obscure 
treason, have always been denied this privilege. A number 
of branches have, however, refused to surrender any coal 
and the union has asked the board to reconsider its original 
decision not to increase the total quantity (5,000,000 tons) 
which is made available to the mineworkers. 


It is a difficult decision to reverse. The board has hitherto 
resisted pressure on the ground that the Lancashire miners 
have received compensatory privileges in other directions. 
It is seeking, as part of a long-term policy, to rationalise the 
industry’s wage structure and to end such anomalies as. the 
distribution of varying quantities of concessionary coal. It 
can reasonably blame the mineworkers themselves—or at 
least the intransigence of some of their branch organisations— 
for the failure to reach accommodation on this question for 
the time being. At the same time a strike in Lancashire, 
which might well follow a refusal to help, might cost far 
more coal than would the granting of the concession. There 
is little doubt that the feeling in the coalfield on this subject 
has influenced the Lancashire miners in their decision to 
oppose the wage stabilisation policy of the TUC. 

The board’s answer is expected within the next two weeks. 
The matter is urgent, because the arrangement was supposed 
to start on New Year’s Day, and the Lancashire miners, 
though they have been assured that the eventual settlement 


will be retrospective to that date, are growing impatient. | 


x x * 


British Power Plant for Seattle? 


Two British manufacturers of electrical = 
Ferranti Ltd. and the English Electric Company Ltd., are 
waiting to learn whether the Seattle municipal authorities 
ee eee 
the Seattle power station. Bids had been invited for fifteen 
transformers, nine water-cooled and six oil-cooled, and two 
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rectifiers complete with switchgear. The accompanying table 
shows that on all the items, the British firms underbid the 
American by a comfortable margin : — 


TENDERS SUBMITTED TO SEATTLE MUNICIPAL AUTHORITY 








{| Nine | Six Poreed | Two Rectifier 
| Water-cooled | Oil-cooled {| Units and 
Transformers | Transformers | Switchgear 


$ $ | $ 
Ferranti Ltd...... sa had pla at 694,440 514,860 s 
English Electric Co. Ltd. .......... 768,411 571,632 134,210 
Pennsylvania Transformer Co....... 792,000 720,000 os 
General Electric... oo ke. eee 844,000 751,000 159,229 
Weetinsewng 656 $85,462 805,118 171,707 
Allis-Chalmers Manufacturing Co... . 980,000 876,000 157,075 
Gough Industries Ine. of California . 1,126,125 1,321,200 a 


eee ene innate we ppb a pina Raney 


No legal obstacle exists to prevent the Seattle authorities 
from accepting foreign tenders and if the British tenders are 
accepted it will not be the first time that British equipment 
has been sent to the United States. Reports in the American 
press suggest that the authorities are somewhat embarrassed 
by the British tenders, and the Wali Street fournal quotes 
hints from local engineers that the British plant may not meet 
certain specifications. A big issue is being built out of the 
postwar British practice by which makers retain the option 
to increase their contract prices by up to 10 per cent to cover 
increases in costs before delivery. 


A favourable decision at Seattle might lead to a useful 
volume of new business. The export manager of Ferranti 
Ltd. has been in the United States since October inviting 
municipal authorities to consider bids from his firm for elec- 
trical equipment of all kinds. Engineers who have attended 
the biennial International High Tension conferences have 
found that although American electrical engineering projects 
are generally on a larger scale, they tend to fall short of the 
technical standards of plant built in Britain and Europe. This 
may not be recognised in the United States ; there can, how- 
ever, be little dispute that British costs are considerably lower 
than American. This is not merely a temporary result of 
devaluation. Because transformers are largely hand-made— 
even the windings are put on by hand—the high American 
labour costs give the American manufacturer an initial dis- 
advantage which neither standardisation nor any comparable 
aids to productivity can enable him to overcome. Unless 
there is a revolution in power-station engineering, trams- 
formers will continue to be individually designed for each 
contract. In these circumstances, there should be a promis- 
ing market for British generating equipment. If it develops, 
will the result be that the American industry may seek 
protective measures by official or unofficial means? 


* * * 


End of Shipbuilding Boom 


Merchant ships completed in Great Britain and 
Northern Ireland in 1949 amounted to about 1,400,000 tons 
gross, the highest total since the war. This total compares 
with 1,221,000 tons gross in 1948 and 948,000 tons in 1947, 
and it shows that a freer flow of components and raw 
materials, particularly steel and timber, is enabling ships to 
be completed at a faster rate than has been possible in recent 

. One passenger liner, for example, was recently de- 
liv ered to her owners 16 days before the contract date—an 
occurrence common enough before the war, but a matter for 
comment in 1949. Nearly one-third of the year’s output 
was for foreign account, so that if the total output is valued 
at £115 million, then about £35 million of foreign exchange 
was earned by the industry in 1949, compared with about 
£39 million in the previous year. 

About 2,000,000 tons gross still remain on the stocks or 
are fitting out, while the order books contain another 
1;250,000 tons to be laid down. Most shipyards, therefore, 
will remain fully employed for the coming year and may 
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have work to tide them over a much period ; but 
some yards are already beginning to feel the lack of follow-on 
orders. During 1949, in fact, orders were booked for only 
400,000 tons gross, compared with orders for 1,345,000 tons 
in the previous twelve months. The intake of new orders 
was less than one-third of the output of completed ships , 
this explains why the chairman of the Shipbuilding Con- 
ference said on Monday: “ The longer term outlook is not 
without its anxieties.” 


This is clear evidence that the postwar boom in ship- 
building is now over ; the demands of liner and tanker owners 
who had to replace war losses at any price having been 
satisfied. The resultant position need not be unhealthy. It 
is true that competition is beginning to be felt from Japanese 
and continental shipbuilders ; in these circumstances the 
British industry has the primary task of reducing its pro- 
duction costs. toa level which will encourage the owners 
of ordinary cargo vessels to undertake their necessary replace- 
ments. Tramp tonnage under most flags, including the 
British, is still well below its prewar figure, and the age and 
size composition of many fleets is still seriously out of 
balance ; ships either of warbuilt standard size, or of the 
older age groups, preponderate. For the next year or so, 
the process of readjustment to more normal conditions in 
the shipyards will be accelerated, and if increasing efficiency 
and improved delivery times are achieved there is a chance 
that lower prices will attract new orders for normal replace- 
ment. 


x * x 


Cotton Workers’ Holidays 


The United Textile Factory Workers’ Association has 
decided to try again to secure its claim for a fortnight’s 
holiday with pay, which was rejected by the employers. It 
is asking for two weeks’ annual holiday, plus six statutory 
holidays, to bring the cotton industry into line with 64 other 
industries. Like the miners, whose claim for an extra week’s 
holiday was recently rejected both by the Coal Board and 
by their Arbitration Tribunal, the cotton workers have 
chosen a bad time to make their request. A fortnight’s holi- 
day has become the general practice in many industries since 
the end of the war and is obviously a desirable thing. 

But the loss in output and the addition to the wages bill 
which it would entail would fall heavily on the cotton 
industry at a time when the need is so urgent for it to increase 
its overseas earnings and reduce its costs. The unions main- 
tain that the loss of production would not be more than about 
1 per cent, and would be offset by the gain in recruitment 
which would follow such a concession. They also contend 
that the employers could well afford to meet it out of profits. 
This has become the favourite argument for use in support 
of any claim. 


The argument is not without force so far as it goes ; large 
profits are still being made, and in many markets the cotton 
firms are not having to meet keen price competition. Some 
employers might be tempted to feel that they can afford to 
make concessions. But the national interest seems to point 
in another direction ; if the trade is to gain ground in the 
other competitive markets where hard currencies are to be 
earned, its costs need to be reduced. The increase. in pro- 
ductivity should come first, and the higher standard of life 
afterwards. 


x 


ft * * 


Fuel and Labour in the Potteries 
The Staffordshire pottery industry, by carrying out a 


serious local fuel problem. The modernisation programme 
involves the replacement of intermittent kilns by continuous 
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tunnel ovens, most of them using gas. Although the West 
Midland Gas Board has recently brought a new gasholder 
of 5,000,000 cubic feet capacity into use and has others under 
construction, it cannot always guarantee to supply individual 
ovens with the volume of gas needed to keep them working 
day and night. Some projected installations have, therefore, 
had to be postponed until adequate gas service can be given. 


While modernisation has won back workers who were 
leaving the industry because of its bad ith the man- 
agements do not find continuous ovens an unmixed blessing. 
Since they have to be kept continuously at work, their 
capacity must be matched by the size of the market ; other- 
wise, pottery manufacturers must either use their ovens un- 
economically or ScRURIEINS: Par in warehouses. To this 
extent, the continuous t have introduced an element 
of rigidity into production—a rigidity of which the industry, 
at least in the production of high-quality ware, has no previous 
experience. And this has ha at a time when export 
sales are becoming less universally n- Two of the 
industry’s best markets, South Africa Argentina, were 
greatly restricted in 1949. A certain sales resistance de- 
veloped in Australia. New Zealand restricted the value of 
imports. Sweden, Spain, Denmark and France all proved 
disappointing customers. Only in Canada, the United States 
and India did exports continue to expand. 

Certain manufacturers have been unaffected. Experience 
has shown that the highest quality china and earthenware— 
the output of which is never large—finds a market even at 
high prices. But there has been a tendency among firms of 
this class to produce less china and more earthenware. The 
exports of such firms are still hampered by a production 
problem common throughout the industry, and in some cases 
they have been obliged to reduce the output of their potters. 
This is the shortage of decorators, which appears to have 
become permanent. There are not enough women even to 
do the comparatively simple work of applying transfers, litho- 
graphs and other techniques developed in substitution for 
the work of the older skilled decorators. The manufac- 
turers recently told the Ministry of Labour that they had jobs 
for 10,000 women, and received no encouraging reply. The 
Ministry is willing to bring in unskilled Italian women in the 
hope that they will prove trainable, but the pottery towns 
are short of housing, and the employers feel that, if foreign 
workers are to be induced to settle permanently, it is not 
advisable to house them in hostels. Nor does the industry 
yet contemplate putting men to do this traditionally feminine 
work. Men’s rates of pay are much higher, and the manu- 
facturers do not think the trade would bear so great an 
increase im costs. 


® * ® 


Railway Charges and Deficits 


Only the first day’s proceedings in the hearing of the 
Transport Commission’s application for increased freight 
charges were available as this issue of The Economist went 
to press. The Transport Tribunal, sitting on this occasion 
as a consultative committee to advise the Minister of Trans- 


produce £28 million in a full year. 


i is is the size of the 
estimated deficit for British 


ilways for 1949—and the 


deficit is expected to rise to £35 million this year. It was 
claimed, therefore, that the increase sought was the bare 


minimum to enable the Commission to keep its head above 
water, 
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argued that no sopra inquiry . into! ener ne be 
appropriate as part of an emergency application for an 
clas Sonemalagaas And Mr R. Hl. Wilson. giving evidence 
as Comptroller of the British Transport Commission, made 
a further point that to wait until it was possible to introduce 
the charges scheme required by the Act (which would not be 
until 1952 on the most  apemen expectation) would burden 
the Commission with {80 or {100 million of accumulated 
deficits which it would be impossible to recoup except by 
distorting the charges schemes themselves. The proceedings 
are expected to continue next week. 


Commodities 


Slack Demand for Wheat 


The international. wheat agreement is exerting a pro- 
found effect on world trade in wheat. During ‘the first five 
months of the new season which opened last August, sales 
by both the United States and Canada have been restricted 
almost entirely to members of the agreement. Shipments 
from America are, in fact, little more than half of the volume 
in the corresponding period of 1948. Until November, 
ECA dollars could not be used to buy American wheat under 
the international agreement, since, it was argued, the Ameri- 
can Government was already paying a subsidy of nearly 50 
cents a bushel to enable its farmers to sell at the agreed 
maximum of $1.80 a bushel. But after this decision was 
reversed, importers from western Europe still showed little 
eagerness to buy. American exporters recently asked the 
government to grant subsidies on all American wheat and 
flour sold abroad and not to restrict their assistance to sales 
made under the agreement. This request, however, was 
rejected on the grounds that it would nullify the advantage 
enjoyed by signatories of the agreement. 

Some Americans hold that. importing countries are re- 
fraining from buying in the hope of forcing the price for 
wheat down. Last summer’s dry weather enabled the farmers 
of western Europe (who sow use combine harvesters exten- 
sively) to bring their domestic wheat crop to market very 
early, a fact which (according to the American view) enabled 
importers of wheat in Europe to delay their purchases until 
the first half of 1950. There is some force in this ar nt. 
In Britain, for example, movement of wheat off farms 
between August and October was much heavier in 1949 
than in 1948. Nevertheless, there are more fundamental 
factors. in the weakness of demand for export wheat. Five 
countries alone—France, Germany, Italy, India and Japan— 
were msible for the large increase in wheat’ imports 
during the postwar years. nd from other countries 
has remained virtually unchanged compared with prewar, 
and some (including Britain, Belgium and Denmark) are 
importing less than before the war. France has already dis- 
appeared as an importer and has undertaken to export 
3,300,000 bushels in each of the next four seasons, while the 
domestic breadgrain crops in the other four countries showed 
a substantial increase last summer. A recent issue of Broom- 
hall’s Corn Trade News revises the estimated volume of 
world wheat exports during the current season to 820 million 
bushels against 912 million bushels in 1948-49. And even 
this estimate may eventually prove to be on the high side. 


* * * 


Falling Prices in Prospect ? 


This slump in the wheat trade will affect the United 
States more directly than other exporters. Japan has recently 
purchased wheat from Canada (a private barter deal in ex- 
change for textiles), Argentina and Australia ; Germany is 


“Argentina and Russia. - Hitherto these countries. 


bought their supplies from America. Canada, at the moment, 
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is a serious competititor with the United States. Its export 
surplus of wheat is estimated at 240 million bushels, of which 
203 million bushels are due to be sold under the international 
agreement, leaving only 37 million bushels for the “ free ” 
market, Yet already in the past month the price of Canadian 
“free” wheat has fallen from $2.29 a bushel to $2.15 a 
bushel (Canadian currency) and is now selling at some 35 
US cents a bushel below the equivalent American price. 


On present reckoning, exports from the United States this 
season may amount to no more than 320 million bushels 
compared with 456 million bushels in 1949-50 ; such a reduc- 
tion in the volume of export sales would raise the end-of- 
season stock from a little under 300 million bushels to 400 
million bushels. Although the United States has experience 
of carrying wheat stocks of 600 million bushels, they did not 
coincide with huge surpluses of maize and other feeding- 
stuffs. It is these ever-growing surpluses which, in the end, 
may force the American Government to modify its, present 
support of high domestic prices. Until that happens, there is 
little chance that importing members of the wheat agreement 
will be able to buy’ wheat below the agreed maximum price. 
So long as one exporter can exact the maximum price from 
its customers, the others are likely to follow suit. 


This has already been seen in the negotiations between 
Britain and Australia for 60 million bushels of wheat ; the 
negotiations have lasted nearly eight weeks and are still not 
concluded. Australia has in fact declined to sell to Britain 
at less than the sterling equivalent of the maximum price 
under the international agreement, which rose from 9s. to 
12s. 10d. a bushel owing to devaluation. Britain, on the 
other hand, feels that Australia should not attempt to gain 
the whole of this “windfall profit” and should therefore 
accept a price below the maximum. The advantage 
evidently lies with Australia, which is the only large wheat 
exporter selling for sterling. Its harvest this year is now 
expected to total over 200 million bushels, leaving at least 
120 million available for export. Its guaranteed export under 
the international agreement is 80 million bushels a season. 
Already Japan and other Asiatic countries have made bids 
for Australian wheat. These countries, however, are unlikely 
to take the whole surplus available, so that Britain may yet 
achieve some slight concession in price. 


* x * 


Saving Canadian Bacon 


The British and Canadian negotiators have been able 
to master the apparently intractable problem of the 1950 food 
contracts. The British spokesmen made plain at the outset 
of the discussions that there would only be sufficient dollars 
to buy the 140 million bushels of wheat under contract in 
this last year of the four-year wheat contract and a certain 
quantity of cheese. There would be nothing to spare for 
purchases of Canadian bacon and eggs. Canada, however, 
has no alternative outlet for its bacon—at least not until it 
can export pigs and pig products freely to the United States, 
as will be possible after July 1st. The Canadians, therefore, 
were anxious that Britain should take part of this year’s 
surplus output. Then prices added a further complication. 
Britain is buying bacon under contract from Denmark and 
Poland ; if a higher sterling price had to be paid for Canadian 
bacon (to take account of devaluation) the prices under these 
contracts would also be affected. 


This tangle has been cut by agreeing to divert $25 million 
which. Britain would otherwise pay for Canadian wheat this 
season to buy bacon and other Canadian products. Thus, 


-instead of taking 140 million bushels by the end of June, 


Britain will buy only 127} million bushels. _The remaining 
12} million bushels will be held over until 1950-51, though 
they will still have to be paid for at $2.00 a bushel. Canada 
in. return has agreed to sell. Britain 60 million Ib. of bacon at 


29 cents a lb. Last year’s. contract. was for 160. million Ib. 
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at 36 cents a lb., so that both price (in Canadian currency) 
and quantity have been reduced. The new 
sterling price will be § per cent higher than last year’s. 

The new Canadian price is 3} cents a Ib. below that which 
the Canadian Meat Board is authorised to Canadian 
This export subsidy, whi te > million Ib. 
amounts to $2,100,000, will be met by the Canadian Govern- 
ment. The bacon contract will cost Britain almost $174 
million, leaving a further $74 million from the $25 million 
saved on wheat to be spent on other commodities. Some 
$5,000,000 is expected to be earmarked for canned salmon 
(the exact amount will depend on this year’s salmon catch) 
and $2,500,000 on spruce. Thus, after a year’s absence, 
Canadian salmon will once more make a welcome appearance 
on the British market. The cheese contract has not yet been 
concluded but the price is expected to be reduced from 30 
cents to 26 cents a lb., representing an increase in the equiva- 
lent sterling price of 13 per cent over last year’s price. Cana- 
dian eggs are apparently not to be included in this year’s 
purchases. 


* * * 
Forecast for Rubber 

The rubber market has recently been ionally firm. 
Last week the Wondon spot price rose to 1s. 31d. a Ib., only 


a fraction below the postwar peak of 1s. 34d. reached in July, 
1948. The market has since been rather quieter and spot 
reacted slightly to 1s. 3d. But in a last-minute spurt of 
business late Wednesday afternoon, following a rise in 
, Prices in New York, the London price rose to Is. 34d. 
a lb. Final figures for world production of natural rubber 
in 1949 are not yet available, but estimates 
put the total at 1,460,000 tons—some. 115,000 tons below 
the forecast published by the Rubber Study Group last 
April, and 60,000 tons lower than in 1948. Consumption 
is estimated at 1,420,000 tons, the same as in 1948, 
but 30,000 tons lower than the a parr forecast. If allow- 
ance is made for American stockpiling, stocks of natural 
rubber at the end of the year might prove to. be only 700,000 
tons compared with 760,000 tons on January I, 1949. — 
These figures could to some extent explain the bullish 
sentiment of the market: Instead of the slight 
surplus in 1949 (after stockpiling purchases have been taken 
into consideration) “there was’ a modest’ deficit. But the 
future for rubber is still none too clear. American consump- 
tion last year amounted to 570,00 tons compared with the 
forecast of 600,000 tons. Consumption of synthetic rubber, 
Peaiten see: Vise ielieies Matmitoee ef ieee high, totalli 
oe tons. In Bri eae natural 
was slightly smaller than anticipated but purchases by 
European countries and Russia were larger. 


synthetic production will a commercial pro- 
position, given free competition with pina! rubber after 
devaluation. But it might be wiser for producers of natural 
rubber to expect considerable development of ‘synthetic 
rubber. Congress is apparently anxious to cut govern- 
mental expenditure, and some reduction of funds for 
strategic purchases is highly conceivable. 


The prospects for natural rubber in 1950 are that world 











stocks are likely to wage rather than decline. A further 
eas an tye occur, it would 
most pr set by a 

Indonesia. "Tae demand 
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Shorter ‘Notes: 


Martins Bank—the first of the banks to announce 
eae yen bie Janne on increase in net 
profit, I to implies that depre- 
ciation on eee cai the fall in ne oes has 


cae Seen oe ae dividend is 


SRRONEES. Me CAUERAST SANE AE ETE AM 


Each of the “ Big Three ” estate iti 
are made up at the year-end has maintained its dividend at 
the customary level. The National Discount, the only one 
of the three companies to show a fall in published net profits 
in 1948, now shows an appreciable advance, from {£251,123 
to £286,465 ; the Union Discount shows a slight advance 
(from £305,270 to £310,000) ; while Alexanders shows a 
perceptible ox oe £175,464 to {1 st this com- 
pany’s profits had risen very the previous year. 

x 


Dealings ee See rn eee 
two new Tate and Lyle subsidiaries, Silvertown Services— 
quoted at 17s. 3d.—and Tate and Lyle Investments quoted 
at 4s. 3d.—formed to take over non-sugar ing assets 
under the company’s segregation scheme. Silvertown Ser- 
vices and its subsidiaries provide lighterage and road trans- 
port services for Tate and Lyle. The capital is £331,500 in 
244,000 6 per cent cumulative #! preference es and 
£87,500 in Is. ordinary shares. Tate and Lyle ee 
include the group’s holdings in West Indies Sugar Com- 
pany, ae John Walker and British Sugar Eiiecition 
The capital consists of {2,200,000 in 450,000 4 per cent 
cumulative £1 preference and 
shares. The ordinary shares in these companies are being 
distributed to the ordinary stockholders of Tate and Lyle 
whose {1 units ex rights are now quoted at around 6os. 


* 


All foreign owned enterprises in oa ~~ included in 
an Hungarian Government slices te biish last week 
eres enterprises which more te ten persons. 
‘eo legal statute is to provide for compensation. Shares 
ungarian concerns abroad must be handed over to 
the nearest Hongarian lomatic authority within 90 days ; 
otherwise the shares be invalid and no compensation 
will be received. Undertakings whose ownership is based 
on the 1947 Peace Treaty are excluded from the nationalisa- 
tion order. British-owned firms to be nationalised include 
First Hungarian Thread Company, a subsidiary of J. and P. 
Coats, the British Hungarian Jute Manufacturing Company 
the Hungarian Rubber Goods factory and the Shell Oil 
Company. 


ft in $s. ordinary 


* 


In conjunction with Gray’s Carpets and Textiles, the 
Hambro Trading y of America Inc. has established 
a trading subsidiary, Gray’s of London, to market British 
exports of textiles in the dollar area. Two other sub- 
sidiaries have already established selling or tions in the 
United States for British ceramic ware, ¢ furnishings 
and fabrics, and wallpaper. 


A block of over 900,000 58. shares representing 
about one quarter of the equity in International Combustion 
(Holdings) has beem placed by Helbert, Wagg & Co. wih 
financial and investment companies. The shares are ava 
able in the market at 16s. 6d. 

* 
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COMPANY _ MEETINGS 


MITCHELLS AND BUTLERS LIMITED 


REASONS FOR REDUCTION IN PROFITS 
MR ROBERT H. BUTLER ON COMPANY’S PROGRESSIVE POLICY 


The chairman, in moving the adoption of 
the report and accounts, said :— 

Ladies and gentlemen, since our last 
meeting we have appointed Mr C.. Stanley 
Best a director of the company, and in ac- 
cordance with the articles of association he 
submits himself for re-election later in this 
meeting, 

Mr T. A. Rickard has been inted 
secretary of the company in place of Mr Powell. 

Now taming to our Sehenen sine ra 
warning ve in my speech year 
Onintmunetely: proved. te be janetied ond the 
profits show a considerable decrease. We 
have thus been forced to withhold the bonus 
of 2 per cent. which we have paid for the 
last three years. 


increased. 
been a slight decline in output. It must be 
lar ean oe of fully Gears i ant 
¢ proportion 
house probably greater than aay Oia 
brewery company in the country, so that 
during a trade recession not only our whole- 
sale, but also our retail profit is affected ; the 
latter more so as it is almost impossible to 
diminish the running costs of a licensed house. 


REDUCTION IN PRICE OF BEER 


phase, and we are confident that the company 
itional i marketing high qu 
goods is y iastitied ? is i! 





FALL IN CONSUMPTION DESPITE PRICE : 





NEW PURCHASES 


In continuance of our policy of expansion, 
we have made a number of new purchases 
of licensed houses, and I am sure you would 
be interested to have a few details of the more 
important ones. 

The Royal Hotel at Ashby-de-la-Zouch, a 
well-appointed residential hotel, opens up an 
entirely new trading area to us and I am 
pleased to say the hotel has proved very 
popes and our products are appreciated. 

e Mytton and Mermaid on the outskirts 
of Shrewsbury is a recent acquisition. Archi- 
tecturally it is a charming house, in a beautiful 
eg the riverside, and will cater for a 
first trade. Trading reports there are 
so far very good. 

I referred Jast year to the purchase of the 
“ Standard ” in Piccadilly Circus. I am very 
glad to report that the house is doing ex- 
ceedingly well, and we have now had the 
opportunity to redecorate and refurnish it. 
In addition, we have opened a restaurant in 
Haymarket, known as the Hay Wain 
restaurant; it is an entirely self-contained, 
high-class restaurant, and although it has 
been .open for only a very few wecks it is 
already establishing its own reputation not 
only with Birmingham people visiting London, 
but with Londoners themselves. 

Coming mearer home we have also taken 
over the famous Priory Hotel at Walsail, 
which we feel is a fine acquisition. We have 
supplied our beers there for many years and 
the extension of the catering facilities which 
we propose will, I feel sure, be welcomed by 
residents and visitors to the town. 

Finally, I come to the Plough and Harrow 

Edgbaston. This is, as you all know, 
a well-known and historic hotel, and I want 
to say at once that it is not our intention to 
change its character in any way, but naturally 
alterations must take place to provide the 
necessary services that are required by visitors 
in these days. I am glad to say we have just 
been granted a building licence which will 
enable us to carry out a substantial part of 
our improvements scheme. 


»MPROVEMENTS TO ENCOURAGE TOURISTS 


In these and other houses, in spite of the 
present high cost of building, we are pressing 
forward wherever possible with necessary 
alterations and improvements, as we feel that 
by so doing we are playing our part in en- 
couraging tourists from Ameri 


helping the Chancellor in his pursuit of the 
ttant dollar. In this connection, I 

should ‘like to pay tribute to the British 
Tourist and Holidays Board, who are giving 
excellent publicity in the United States an 
elsewhere, to the merits and attractions of the 
British inn. 

ACQUISITION OF MESSRS THATCHERS OF 

y- INEWPORT, MONMOUTHSHIRE 

Stockholders will also be aware that we 
have taken over the brewery and bottling stores 
of Messrs Thatchers, of Newport, Monmouth- 
shire, but this is not included in the 
accounts now before This Monmouth- 


found that the 
Owing, how hea ts of ne 

; ever, to heavy costs of transport 

and delays in th- delivery of our Rev we 
have been handicapped in the past. lays on 
the railway have proved a source of great an- 
noyance to customers and have not infre- 
r caused loss of trade to both parties. 
we have acquired this company it 
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will be possible for us te bottle our beers .t 
the depot and also handle our draught ales 
there. While it is not.our intention to brew. at 
Newport, our goods can be transported there 
in bulk and thus handled more cheaply, and 
without any of the delays they have previously 
suffered. With this recent purchase we 
acquired 20 licensed properties in and around 
the area. 

Earlier I have told you that the fact that 
we owned managed houses has cost this 
company a very considerable sum of money 
in the past year. At the same time, I feel 
certain that our policy of management, to- 
gether with the selection of first-class tenants 
of other houses, does provide the best service 
to the public. We are able to give them the 
finest buildings and surroundings they could 
wish for and we are able to see that the 
service our licensees give is suitable for cach 
type of house. 

We take the utmost care to select good 
tenants, who, with the aid of very favourable 
tenancy agreements, can run their houses in 
the way we should wish. I know for a fact 
that throughout the whole of the country 
brewers are united in their desire to serve the 
public well, whilst, at the same time main- 
taining a friendly relationship with their 
managers and tenants. 

LICENSING ACT, 1949 


The Licensing Act, 1949, came into force 
during the year. Co-operation between all 
sections of the trade brought about certain 
amendments which were to the advantage of 
the trade and the public generally, the most 
important being the omission of adjacent and 
intervening areas from state control by the 
new towns authorities, 

Stockholders will remember that two years 
ago I referred to the necessity for erecting 
special buildings on the large housing estates 
then being developed, at the same time as 
the dwelling houses which they were designed 
to serve. 1 stated than that the demand by 
the public for licensing facilities was so great 
that the local authorities concerned, together 
with the appropriate Ministry, should be 
prepared to authorise the erection of temporary 
licensed premises to meet that demand. 

At the first possible opportunity, 
therefore, we have taken steps to 
deal with this matter, and [I am 


pleased to say that during the past year we 


pared to erect to meet this demand. We are 
making every endeavour to get the necessary 
licences so that these temporary buildings can 
go forward. 

Mr D. Davey Cole seconded the adoption 
of the report and accounts, which was carried 
unanimously. 


ALLIED BAKERIES, 
LIMITED 


SATISFACTORY RESULTS 


The fourteenth annual general. meeting of 
Allied Bakeries, Limited, was held on 
December 30th in London, Mr F. G. Russell 
presiding in the absence of the chairman of 
the y, Mr W. Garfield Weston, 

The chairman, in the course of his speech, 
said: We are still under the heavy handicap 
of raw material rationing and scarcity. Our 

rincipal in ient, flour, is still subject to 
imitation ey based on usage during 
the last year of bread rationing, and this pre- 
vents any p ss as far as production is 
concerned, and has an adverse effect in view 
of continually rising costs without the benefit 
that can normally be expected from increased 
production. Operating costs as well as in- 
gredient prices have continued on the up- 
grade, it has only been by the adoption 
of — economy measures org pommel 
improving production procedure that we have 
been able to maintain our financial results 
at a satisfactory level. 
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Principal new acquisitions during the year 
comprise a group of bakeries in Aberdeen, 
a modern bakery in York, and an up-to-date 
biscuit factory in the North of England. All 
thes€ businesses are well-established, and the 
directors are confident that they will form 
a valuable addition to our group. 

The net profit of your company for the 
year under review comes out at the very 





ae 
3 
Reg, 
ED 
as 


on Operating | 
shows a slight increase 
last year’s comparative 
The amount i 
amounts to the tremendous 
£1,272,000. The net profit is £1,098,000 as 
com; with £1,240,000 last year. 

report was adopted. 





TURNER AND NEWALL LIMITED 


PHENOMENAL DEMAND FOR ASBESTOS 
BRIGHT IMMEDIATE PROSPECTS 
MR W. W. F. SHEPHERD’S STATEMENT 


The annual eral meeting of Turner & 
Newall Limited will be held on Jan 26, 
1950, at the Chartered Accountants’ 
Manchester, when it is expected that Mr 
W. W. F. Shepherd, the chairman of the 
company, will preside. 

Mr Shepherd’s statement to the stockholders 
has been circulated to them with the report 
and accounts and, after dealing with the 
accounts of the company, it contains a 
detailed review of the company’s operations 
during the year to September 30, 1949, both 
at home and abroad. ion is made in 

articular of the increased uction at the 

ochdale factory of Turner Brothers Asbestos 
Company Limited and the fact that that 
company’s new factory at Hindley Green is 
now in production, the continued demand for 
the products of Ferodo Limited, that com- 
pany’s large building programme being also 
_ teferred to and the increase in the number 
of its service depots throughout the country, 
the continued heavy demand for the asbestos- 
cement products of Turners Asbestos Cement 
Company Limited, including the very large 
orders received for Everite asbestos-cement 
pressure pipes, and i results 


Insulation Company Limited and J. 
Roberts Limited. 

Reference is also made in the statement to 
the activities of the manufacturing companies 
located abroad, including Keasbey & Mattison 
Company which had experienced a year of 
satisfactory ing, the fact that the new 
factory at Mon’ i 1 i 
the continued large demand for the 
of Asbestos Cement Limited in i 

The f i 
ment as 
therein :-— 


“a 


ht 





i Our African mining companies have con- 
tinued to operate to the maximum i 
of their milli . 





cenhuneitian ohimeria te tate 
: ™ imarily from 


that progress during recent years had been 
very great in every way ; today we have at 
Shabani and at Mashaba in Southern 
Rhodesia, and at the Havelock mine in Swazi- 
land, townships of substantial size of which 
7. company would be proud. : 
echnically and commercially I think we 
can reasonably claim to lead in our field in 
Africa and the amenities provided for our 
personnel, both European and African, are 
unsurpassed, indeed seldom approached, by 
ini isation which I have 
have heard in that continent. 
The Prime Minister of Southern Rhodesia, 
Sir Godfrey Huggins, P.C., C.H., K.C.M.G., 
spoke to me very appreciatively on this point. 
CANADA 

The world shortage of raw asbestos has also 
been reflected in the demands made for the 
— of Bell Asbestos Mines Limited, who 
e striven to meet, as far as possible, 
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profit-earning capacity of the 

appropriate provision for the 
and they be S sage a when 
considering the results of the present Snancial 
year. 


NEED TO CONSERVE RESOURCES 
The second point to which I made reference 
last year is the incidence of present general 
price levels on the p for replacing 
existing fixed assets and acquiring additiona! 
ones. We are still faced with the that the 
cost of fixed assets is approximately double 


than would have been the case 
had the general price level not increased so 
substantially. 

The third point to which I referred las: 
year, was our large current programme of 
capital expenditure. This programme is now 
nearing completion in a number of directions, 
but we have certain newer projects under 

i tion and the necessity for caution in 
the disbursement of our liquid funds still 
remains in order that we may not be handi- 
capped in expansion projects by lack of 

ital. 

our board hope, therefore, that the 
ordinary stockholders will appreciate their 
current dividend decision and realise that all 
of the reasons therefor are of a temporary 
character, altho conservation of funds to 
supply additi working capital is always 
likely to be with us t0 some extent 80 long 1 
we remain progressive in our activities. 

FUTURE PROSPECTS 

In the world conditions of today it is 

i impossible to make any reliable 
probabilities and I must 


peak 

the onesie capacity which was likely 

ts as a n 

immediate future been borne out 
by events, as will be 
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NEW ZEALAND LOAN AND 
MERCANTILE 2£GENCY 
MR W. H. TATHAM’S REVIEW 


The fifty-fifth annual general meeting of 
the New Zealand Loan and Mercantile 


Ta presiding. 
Tagan, Oa tract pemnaw the chair- 


man’s islex am vith the report anid 
accounts for the eae to caer 30, 1949: 

The company has continued its satisfac- 
a ogress, Turnover both in Ausizalia 
and New Zealand, in all departments, has 
again been greater than that of the previous 
year, but unfortunately our working costs 
are Continuing to increase and taxation is as 
heavy a burden as ever. 

1 think it is as well to remind stockholders 
that the company does not own properties 
and, therefore, that it does not get the ad- 
vantages from the prevailing wool 
prices which might arise from sales of its 
own wool. Nevertheless, in addition to being 
able to increase our reserves and after mak- 
ing adequate provisions, it has been pos- 
sible to recommend the payment of the same 
dividends as before and increase the carry 
forward by £17,111 to £87,707. 

The alteration in the New Zealand rate of 
exchange has resulted in a gain in net assets 
of £227,526 and this book profit, which is 
really a reimbursement of a previous ex- 
change loss, has been placed to the general 
reserve. We have added £22,474 from profit 
pa ike neh append 2Bemormigg A eager 
is now wp to the satisfactory figure of 
£1,000,000, 

Increased costs, taxation and depreciation 
have adversely affected the £80,850 increase 
of trading profits. first two parfticu- 
larly are matters beyond our control and, 


to Australia and New Zealand, nevertheless, 
the impact on a business such as ours, whose 
profits are inevitably affected by world ee 
and climatic conditions, is serious. and 
when wool prices fall, are wages and 
other running costs ‘will necessarily 
follow to the same extent, with conseqzcant 
adverse effects on net profits, 


THE FUTURE 


Weather conditions to date, and the con- 
dition of the Stock generally in both 
Australia and New Zealand, are good and 
the outlook is favourable for the current year. 


Wool prices at the beginning of this 


quantities, and 
other consuming countries whose currencies 
had net been devalued, or fully devalued, are 
also competing vigorously, having 
held off the market in anticipation of our de- 
valuation. United Kingdom manufacturers 
who had allowed their stocks to run down in 
anticipation of still lower prices have also 
entered the markets. 

Statistically, the position of wool is still 
sound in that demand, at least for the finer 
sorts, is officially estimated to be 17 per cent. 
greater than the seasonal supply. Pre- 
sumably, however, a rise in unemployment 

other erse i i 


or adv in prev. con- 

ditions would materially affect the estimated 

figure of consumption. 

ee ren, at anes can 

anticipate, to events, the current year 
reasonably successful one 


a and 
report accounts were unanimously 
adopted. 


COMBINED EGYPTIAN MILLS 


CONTINUATION OF MODERNISATION POLICY 
EFFORTS TO INCREASE EXPORTS 


MR A. BRYCE MUIR ON 


The twentieth ordinary a fo 
mecting Egyptian s Limit 
was held on ember 29, 1949, ii Man- 


chester. 


Mr A. Bryce Muir, J.P., in the course of 
his speech, said :—We have had a satisfactory 
year. 


General reserve account now stands at 
£350,000, and we have created a stock 
contingencies reserve of £100,000, 


We are continuing our policy of modernisa- 
tion and re-equipment, begun before the war, 
in spite of the heavy cost of new machinery, 
heavy taxation, and inadequate allowances for 

tion. We availed ourselves of the 
benefits of the government re-equipment 
scheme. Since the qualifying date we have 
spent over £600,000 on capital account, part 
of which will be eligible for the subsidy. Our 
commitments on capital expenditure amount 
to £817,000. This will be spread over the 
next three years. 


INCREASED PRODUCTION 


Production of yarn has increased this year, 
the percentage of spindles worked being 
79.51 per cent., against 74.60 per cent. last 
year. 


During the year there have been many 
— in international trading affecting 
exports. For some months before 
Siseenien 18th, rumours and denials and 
further rumours of devaluation checked 
business. The high prices of tian cotton 
also handicapped the sale of counts of 
yarn. It was particularly difficult to sell to 

hard currency countries especially as they 
were able to buy Haypeee cotton for vo 
many per Ib per than this country 
could for sterling. In spite of these difficulties, 
however, we ended our year’s trading with 
no additional unsold stocks of yarn. 
was mainly due to a judicious switch over 

> chdiieion UP Hie er Gaal Gcoue. 
OVERSEAS TRADE 

Before the war, Germany was the largest 
overseas outlet for our yarns and we are glad 
to report that during this year greater progress 
has been possible in reopening and supplying 
our old connections there—in western Ger- 
many only at the moment. We have been 
able to to most of our former markets and, 
in all, our yarns are being exported to more 


It is obvious that the world still needs large 
quantities of textiles, but im restrictions, 
together with currency difficulties, are limiting 
the volume of business for which there is a 
demand. We have, however, a good order 


DEVELOPMENT OF SPUN RAYON 


THE YEAR’S PROGRESS 


Devaluation of the £ will not only raise 
the price of cotton, but must affect also many 
of the $ used in our mills, and 
seeonaain add to our cost af prodticiion. 
Higher prices for raw materials must also call 
for increased financial resources. As the raw 
cotton commission is now prepared to sell for 
deferred and forward delivery—although with- 
out guaranteeing qualities—a a 
with which we must cope—we hope it sho 
not be necessary for us to carry such large 
stocks of particular qualities of cotton as has 
been necessary in the past. The conservative 
policy of your board is being justified, for it 
is essential that we should have sufficient free 
financial resources to enable us to increase 
and develop our business. 


COTTON PRICE AND CROPS 


Although world cotton crops have increased 
considerably, the American agricultural loan 
policy, guaranteeing farmers 29 cents to 

30 cents per ib. has maintained high prices 
there. Scarcity of dollars has transferred 
buying to sterling area cotton with the obvious 
effect of forcing prices higher, and since de- 
valuation this has become more acute. 


Although the raw cotton commission has 
been carrying large stocks, the prices of which 
have been raised to approximate replacement 
values, the question of future supplies of 
cotton is a difficult one. The industry is so 
vital to this country’s welfare, both for home 
and export, that one can feel assured that 
whatever imports are cut cotton will be among 
the last on the list. 


YARN MARGINS 


In April this year the Yarn Spinners’ 
Association announced that the Board of 
Trade had made an order releasing cotton 
yarns from statutory price control. The 
association decided that until further 
notice the margins under the existing system 
of statutory control should become minimum 
margins rather than fixed margins. This gives 
scope for quality and salesmanship which were 
previously handicapped. The phrase “ price 
control” seems to have led to misunder- 
cnsaaettia thy Yarn Spinners’ Association, 


idee saeaien who sell single yarn, 
stipulates : only , based on cost of 
production of various oan eaatitics and counts, 
to be added to the price of cotton after it -has 
been cleaned. The margins are in no cases 
more and in many cases are less than can be 
justified by the results of searching inquiries 
into costs made by accountants appointed for 
the purpose by the Board of Trade. These 
margins reflect the costs of wages, coal, power, 
electricity, and consumable mill stores, plus 
interest on capital values calculated at less 
than half replacement value, and also based 
- full-time running—w nae Sst to ee 

¢, is very rarely obtainable—together 
oun Stace at normal rates, but also 
based on less than half replacement value. 
Certainly, no! could afford to build a new 
mill and sell as as the existing minimum 


margins, however efficiently the mill was 
’ operated. 


The main purpose of the Yarn Spinners’ 
Association is to maintain reasonable security 
for employer as well as for employce, while 

the 


secure, when ihe sellers markets pass, 
uniform action to meet changing situations. 
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It is in no way a restraint of trade but allows 
for free competition over a minimum 
-of costs worked out on a very conservative 


. basis. 


PENAL TAXATION HANDICAP 


. As an instance of the present heavy taxation 
of industrial profits, you may notice that profits 
tax at £120,140 alone exceeds the dividends 

‘paid to preference and ordinary stockholders 
by £25,032. In addition to this we have had 
to provide an amount of £338,680 for income 
tax. This penal taxation handicaps very 
severely the re-equipment which we wish to 
carry out and is an unjust burden on industry. 


At the last annual general meeting in reply 
to stockholders, I announced, on behalf of 
‘the board, that, if circumstances justified it, 
‘we would consider a moderate increase of 
dividends this year. Since the formation of 
the company no dividend had been paid on 
the ordi shares until last year, when a 
maiden dividend of 4 per cent. was paid. 
The board are fully conscious of the need for 
restraint in dividend policy and feel that a 
rate of 6 per cent. is reasonable in all the 
circumstances and gives full weight to the 
economic conditions of the time. 


We feel that in spite of the unsettled world 
and financial and exchange conditions the 
cotton trade can look forward to full and 
reasonably profitable employment for some 
time ahead for the world has been starved of 


The report and accounts were adopted. 


McDOUGALLS TRUST, 
LIMITED 


PROFITS HIGHER DESPITE 
RESTRICTIONS 


TRADE NOW FULLY COMPETITIVE 
MR KENNETH MOORE’S SPEECH 


The sixteenth annual ordinary general 
meeting of McDougalls Trust, Limited, was 
held at the registered office of the company, 
3, Thames House, Queen Street Place, - 
don E.C., on December 30th, Kenneth 
A. E. Moore, the chairman, presi : 

The secretary (Mr Reginald E. Clark), 
having read the notice convening the meeting 
and the report of the auditor 

The chairman said: Gent —At our 
annual general meeting a year ago today I 
. referred to the restrictive conditions to which 
the production and sale of McDougalls Self- 
Raising Flour were subject, Those conditions 
persisted throu t the year ended Lem - 
ber 3, 1949, and it is something of an ve~ 
ment that the group’s trading profits for the 
year at £317,572 are slightly in excess of those 
shown by the pr accounts. which 
covered a period of fourteen months. 

This. satisfactory result is partly the out- 
come of efforts to offset rising costs by in- 
creased efficiency, and partly the result of 
some broadening of our activities embarked 
upon since the war, with success. 

RESTRICTIONS WITHDRAWN 


Towards the end of August, 1949, the 
official restrictions on the sale of self-raising 
flour were withdrawn, with the result that 
the trade is again. we are glad to say, fully 
competitive, though still rrammelled by a net- 
work of regulations and frustrations. 
include the obligation to produce flour at 


on Sepa Pane Oe eee we wee, and 
it like to use, a high percentage of 
the best English sehen,” ” 


In this connection, existing arrangements 
between the Ministry ot g Brena and 
farmers give the farmer no premium for 
quality. Not unnaturally, farmers are thus 
encouraged to sow certain wheats which, 
though they give a high yield per acre, are 
of indifferent milling quality. It would, I 
feel, be in the national interest for the 
afrangements to be modified so that, instead 
of a flat price for all home-grown wheats, 
quality should reap its reward, as was the 
case in prewar days under: the operation of 
the Wheat Act 1932, in a free market. 


STORAGE PROBLEMS 


While on the subject of home-grown wheat 
I should mention that, in the past, the tradi- 
tional and well-tried method of storing 
English wheat was in stack on the farm, to 
be threshed as convenient over the subse- 
quent months. The wheat stack is now being 
ousted by the increasing use of combine- 


harvesters—which thresh as reap—and 
this is resulting in storage kines likely 
to reach serious proportions in coming years. 
Under _ existing itions there is no 
economic incentive for farmers or millers to 
provide, at great capital cost, the extended 
drying and silo facilities required to meet 
the increasing flood of threshed wheat at 
harvest time. The Government already has 
certain silos, constructed during the war, and 
more are planned, but. so far as I am aware, 
these fall far short of the prospective require- 
ments. 

The most convenient and economical place 
for wheat silos is alongside flour mills, and 1 
venture to suggest that the Government 
should, as a matter of urgency, consider ways 
and means of making it economically feasible 
for millers to extend their silo accommoda- 
tion so that waste and deterioration of the 
English wheat crop may be avoided in the 
coming years 


BIVIDEND AGAIN 10 PER CENT. 


To return to our domestic affairs, we are 
recommending the maintenance of our divi- 
dend at the customary 10 per cent. Thus we 
are proposing to withhold from distribution 
£117,000, representing rather more than one- 
third of ihe group’s trading profit. 

It is a matter for regret that the effective 
rate of taxation on these savings is nearly 
80 per cent., owing, largely, to incidence 
of profits tax ; thus the net addition to our 
resources as reflected in the increased carry- 
forward is no more than £26,309. 


STRONG FINANCIAL POSITION 


Thanks to the stable dividend policy pur- 
sued for years past, the financial position 
as shown by che balance sheet, is, by all 
the usual tests, a very strong one, but we are 
sorry that taxation at its present rate has 
brought almost to a standstill the very desir- 
able process by which this and other busi- 
nesses have been built up over the years by 

-in of undistributed : 


| 
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AERATED BREAD 
COMPANY LIMITED 


COMPETITION FROM CIVIC 
RESTAURANTS 


The following is an extract from his state- 
ment circulated with the report and accounts 
for the year to October 1, 1949: 

There has been no relief from restrictions 
and no noticeable easing of the controls 
under which we operate ; initiative and enter- 
prise are not allowed free play. Shortage 
of commodities has contin ; the prices of 
many of our supplies have been raised ; rates 

been increased and hours of 


renewal of leases have been experienced, 
while the prewar cost of repairs to property 
and branches has been multiplied approxi- 
mately three times. 


RENOVATIONS AND REPAIRS 


During the year we have spent large sums 
on renovations, rehabilitation and repairs to 
our branches, but much still remains to be 
done. Our efforts in this direction are 
strictly limited by Government controls and 
regulations, and we have found it quite im- 
possible to make any real progress in the 

t of the many branches which 
were lost during the war. At the same time 
we have had to face competition from the 
new Civic Restaurants in London opened by 
the London County Council. e total 
number of such ishments has been 
stated to be 109, and it has been announced 
that further such places will be opened in 
the near future. 


It is difficult to avoid the conclusion that 
facilities for extension and dev t with- 
held from companies in the catering industry 
such as ours, are being much more freely 
granted to Local Authorities. Not only so, 
but under the Civic Restaurant Act, 1947, 
Local Authorities are given power to operate 
restaurants and are permitted to incur losses 
for three or more years which may be 
charged against rates. 

We are very heavy ratepayers, particularly 
in the areas ruled by the London County 
Council. In the past we have had to 
meet greatly increa charges for rates 
—and why? According to the L.CC. 
estimates for 1948-49, expenditure on these 
restaurants amounts to £108,000 for that 
year and £182,000 for the year 1949-50. We 
are at all times ready, and able, to. meet fait 
competition, but is it right that out of our 
efficiency and skill in our trade we should 
be required to subsidise the inefficiency of 


i dividend led 
DIVIDEND 10 PER CENT. 
The trading for the year has resulted in 
to the 


a net parent company of 
159,755, sufficient to pay the dividend on 
ce maintain the divid 
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not be SEER 24 Mths te; eetnely 


a 


go fecwitd in the knowledge that we 
eon a "highly skilled and ener technical 
and administrative Boned capable of tackling 
every problem na i 
whic we eran coo we have keen and 
loyal wor company is in a posi- 
tion of great financial strength. 


The report was adopted. 


NYASALAND RAILWAYS, 
LIMITED 


SATISFACTORY TRAFFICS 


The eighteenth ordinary general meeting 
of Nyasaland Railways, goes was held 
in London on December 1949, Mr W. M. 
Codrington, C.M.G., Me. chairman and 
managing director, presiding. 

The following is an extract from his circu- 
lated statement : — 

1948 our gros; working recei 

were £336,111 as compared with i $39 
in 1947, This was due not only to good crop 
iraffics, but to the maintenance at a satis- 
factory level of the import traffics caused by 
re-stocking and re-equipment after the war. 
While he main crop traffics, tea, cotton and 
tobacco, all registered increases, there is very 
litle expansion in other agricultural pro- 
duction m spite of low developmental rates 
which exist for - ercouragement. 

Expenditure has risen in almost every 
department. This is due to increases in 
wages and salaries, and, above all, to the very 
greatly increased cost of all forms of stores. 
Moreover, a department of the company 
was out to. employ the materials 
which began to arrive during the year in 
overtaking arrears of maintenance. ere is 
at pfesent no indication that the increase in 





ENCOURAGING PROSPECTS 
General prospects for Nyasaland, on whose 
prosperity we depend, are encouraging. A 
large amount of the British taxpayers’ money 


8, 
z 
ii 


WS signs Of gr . 
total European inhabitants only num 
thousand, and any spectacular increase sae 
in their number or in thei: production seems 
at the moment unlikely. 


indication of ion in 
Po ee 
has increased tely 
the same cannot be said of other commodities 


which would seem to lend themselves to pro- 
duction by Africans. Although it has been 
reported that there were many thousands of 
acres of land or for the cultivation of 
cotton, progress in this respect has been very 
disappointing. Last year we carried only 
3,799 tors of this precious dollar-saver, 
although the’ price has risen to a height which 
should surely prove attractive to producers. 
Other commodities such a: groundnuts, for 
which we have quoted low development rates 
in the hope that production might be stimu- 
lated have proved even more disappointing. 

It is noteworthy, too, that the recent 
drought found Nyasaland, a country in which 
there are many thousands of acres available 
for maize production, so totally unfurnished 
with reserves of this staple article of food, 
that large-scale importation by the Govern- 
ment at considerable cost became necessary. 
Tt seems to me that the most important, and 
perhaps most difficult, lem which faces 
us as a colonial Power is that of finding the 
correct form of encouragement, incentive, or 
whatever may be necessary to secure that "the 
African population makes a vastly increased 
contribution, not only to its own prosperity 
and well being, but also to the overhead costs 
of administration under which it enjoys peace, 
ces and the opportunity of a better 

e. 


CHOICE BEFORE THE COUNTRY 


It has sometimes appeared to me that 
Nyasaland in some respects supplies an echo 
in miniature of economic trends in this 
cage Here, we now realise that the post- 

eh te of honeymoon finance has de- 
nded. Controls are being reduced 
or oe siniihod and administrative expenditure 
of Government is being severely pruned. At 
the same time, all classes are being urged to 
produce more in order to safeguard their 
standard of living and the benefits of the 
social services which they enjoy. It seems 
to me possible that Nyasaland will soon be 
faced with a similar choice. Either she must 
prune her overhead expenditure and elimin- 
ate some of the administrative refinements 
and controls which have accrued since the 
war, while at the same time increasing the 
productivity of all classes of the population, 
or alternatively she must risk a deterioration 
in the conditions in which all classes of the 
community will be called upon to live. 

Recently. the Governor, Sir Geoffrey 
Colby, issued a call to all sections of the 

population to intensify production during the 
coming season. This is an appeal to which 
all sections of the population, in their own 
interests, should respond. We, for our part, 
will see to it that no effort is lacking to 
ensure that that Nyasaland pro- 
duces and everything that Nyasaland requires 
to import shali be transported with expedi- 
tion and ¢ 

The report was ‘adopted. 


J. BROCKHOUSE AND 
COMPANY, LIMITED 
EXPANSION ABROAD 





The — - annual ral meeting of 
J. Brockhouse & Ys, songs was held 
on December 29 , at Pygy Bromwich. 

Mr manag L. Brockhouse, M.A., chairman and 


director, in the course of his speech, 

year has been one of further 

cenaiiien a your company, particularly over- 

seas, awe hare ic a ae ae ene ee 
to the war, been urged to set up a manufac- 
turing organisation in the Union of South 


In 1945 we eras a substantial holding in 
B.M.S., Limited, of Johannesburg, a 
making allied products to our own, particu- 
larly in the transport field, and during the 
year under review an opportunity arose to 
secure a majority of the ordinary shares, and 

your directors felt that this was an occasion 
Which, should. sot ts’ suliced. sud the come 
pany is therefore now a subsidiarv. 


° 
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In conjunction with the Indian Motocycle 
Company we have formed the Indian Sales 
Corporation, which has the exclusive right 
in the United States to deal with Indian 
products and with the Indian Dealer 
Organisation. We have started to market 
through this corporation a com ensive 
range of British motor-cycles and bicycles, 
as well as certain products which your com- 
pany now makes. 

This company’s activities extend over a 
wide range, and it is very seldom that we 
are full to capacity in all sections. I am 
a to inform you that the general Order 

position is keeping up, and the future 
outlook for business is satisfactory. We are 
sull facing rising costs in industry and even- 
tually this is going to have serious repercus- 
sions On our ability to maintain exports, even 
at the present level, let alone increase them. 

The report was adopted. 


-KEYSTONE KNITTING 
MILLS 


A SATISFACTORY YEAR 


The twenty-first ordinary general meeting 
of Keystone Knitting Mills (1928) Limited. 
was held on December 30, 1949, at Elstree. 

Mr H. N. Lewis (chairman and managing 
director), in the course of his speech, said: 
My first pleasant duty to-day is to draw 
your attention to the fact that this company 
now “comes of age,” this being our twenty- 
first annual general meeting. In these cir- 
cumstances I am delighted that I can again 
report a very satisfact year. Sales have 
increased by approximately 25 per cent. over 
the year to June, 1948, and bearing in mind 
that sales for the year were more than 30 
per cent. above: the preceding year, the cur- 
rent year’s sales are no less than 66 per 
cent. in excess of the trade for the year to 
June, 1947 

NYLONS EXPORTED TO U.S.A. 


During the year we have produced fifty- 
one gauge full-fashioned Ny hosiery in 
considerable quantities. Nylon yarn is allo- 
cated to us on the distinct understanding 
that most of the first-grade products are 
exported, and I can intorm you that Key- 
stone Nylons have been exported to many 
countries, including the United States of 


erica. 

The profits for the year have not increased 
in the same ratio to sales, for your directors 
have taken a longer view, and what, in their 
opinion, is a much more satisfactory one as 
far as the company is concerned.. Arrange- 
ments were made to import plant from the 
United States of America, and the initial 
starting up expenses, which must inevitably 
be considerable, as well as the cost of train- 

the new operatives, have all been written 
ote the year under review. This company 
was indeed fortunate to have obtained its 
new plant, which consists of multi-section 
51 gauge full-fashioned knitting machines 
with ancillaries necessary for the processing 
of Nylon hosiery, on very favourable terms 
and prior to devaluation. 

The net profit for the year, after provid- 

for taxation and all expenses, was 
B76, as a with £25,212 for the 


PsTbe company ow for £46,111 
dn oniles ¢ capital of a company manu- 
facturing fabric which is ideally suitable for 
use in our lingerie manuf. depart- 
ment. The basis of this purchase was 
eminently satisfactory. 

Regardi future prospects, as the com- 
pany’s manufacturing capacity is fully 
booked for some time ahead, and a further 
considerable increase in sales has taken 
place subsequent to the end of the financial 
year under review, I am confident that when 
we meet next year I shall again be in a posi- 
tion to present another satisfactory report. 

The report was adopted. 
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AVON INDIA RUBBER 
COMPANY, LIMITED 


TURNOVER MAINTAINED 


MAJOR R, F. FULLER ON EFFECT 
OF DEVALUATION 


The sixtieth ordinary general meeting of 
the Avon India Rubber pany, Limited. 
was held on December 30th at the offices of 
the company, Bath Road, Melksham, Wilts, 
Major R. F. Fuller, D.L. (the chairman), 
presiding. 

The Secretary (Mr E. H, Lovell, A.C.I.S.) 
read the notice convening the meeting and 
the report of the auditors. 

The following is the statement by the 
chairman, which had been circulated with the 
report and accounts for the year ended 
October 1, 1949:— 


The fifty-ninth annual report and accounts 
submitted to the shareholders of the com- 
pany show thay the net profit for the year, 
before providing for taxation, amounted to 
£166,936, compared with £289.901 in the 
previous year. After making provision for 
all requirements, i ing taxation on the 
profits of the year, the net profit remaining is 
£67,936, which compares with £130,247 in 
the previous year. 


I am pleased to report that our turnover 
has been maintained. Unfortunately, I also 
have to inform you that our materials cost us 
some £60,000 more this year for a production 
equivalent to that of last year without any 
corresponding increase in selling prices. 
Furthermore, owing to the change from a 
sellers’ to a buyers’ market competition 
tended to become keener as the year 
advanced. Under these conditions the result 
of the year’s trading is considered satisfac- 
tory. Current assets exceed current liabilities 
by £609,874, an increase of £2,592 over the 
previous year. Further additions to our fixed 
assets to the value of £147,866 have been 
made during the year, bringing the total 
expenditure since October 1, 1944, to 
£501,487. Our capital commitments at the 
end of the financial year were £61,879. 


THE OUTLOOK 


You will expect me to give you some indi- 
cation of our future prospects. You will be 
aware of the sharp rises in prices of all our 
principal raw materials following devaluation 
of the pound, and increases in costs are 
inevitable. Even in materials where it might 
have been thought that devaluation would 
have had little influence, prices have risen. 
Opportunity was taken during a temporary 
recession in trade in the early part of the 
year to make economies that could be main- 
tained. The comparatively favourable 
trading position which was thereby created 
be threatened by the adverse 
influences of devaluation upon our affairs, 
the full impact having yet to be felt. 


On the other hand there may arise from 
devaluation some indirect help to the com- 
pany’s export trade, aiucgh ‘it must be 
borne in mind that the volume of our busi- 
ness in a number important cs anyon he 





SINGER MOTORS, LIMITED 
THE NEW SM. 1500 SALOON 


The annual meeting of Singer 
Motors, Limited, was held on December 
30th in London, Mr A, E. H chairman 
and managing director, ing. 

The following is an extract from his 
address:— 


The report of the directors, accompany- 
ing the balance sheet as at July 31, 1949, and 
accounts for the year ending that date, could 
only set out the reasons for the loss of 
£44,069 and give an indication of the im- 
provement since, in a very brief, though I 
think adequate, manner. 

The reason for the loss of £44,069 in the 
year under review is the reduction in the 
number of cars and units produced (and 
therefore reduction in turnover) compared 
with the ious. p< The output was 
in fact only about 55 cent, of that for 
the year ending July 31, 1948. 


CHANGEOVER ACHIEVED 


At the annual meeting in December last 
year it was stated that it was planned to bring 
into production the new car $M.1500, which 
would take the place of the Super 10 and 
Super 12 saloons, and it was indicated that 
it would be an achievement to get produc- 
tion running smoothly in the “next few 
months.” The changeover was achieved 
before the end of the financial year, but to 
ora ion of the Super 10 and 
Super 12 saloons had gradually to come to 
an end, while that of the SM.1500 gradually 
had to be built up from nothing. 

Discontinuance of the Super 10 and 
Super 12 saloons and their substitution by 
a completely modern production was essen- 
tial, because the former were basically pre- 
war cafs with slight improvements. 

The SM.1500 saloon is the answer to this 
necessity, and with its introduction we are 
satisfied one Sg final hurdle ae mes oe 
to a complete postwar m en 
satisfactorily surmounted. 

The hopes that we had in the SM.1500 
saloon at the time when the prototypes be- 


for 
home i eminently satisfactory. Our 
«ther model, the 9 h.p. roadster (now fitted 


with a 4-speed box), continues in pro- 
cakhonees have been exclusively 


The present rate of production is above 
aut eek oe bee eee 
948—our { pestwar year—an 
we confidently look forward to at least main- 
taining this average rate of output. The 
stock and work-in at £357,430 is 
less by £71,851. is is accounted for by 
the changeover in production. 


THE BALANCE SHEFT 
We have now written off the whole of the 


balance of operons on dies, jigs and tools 
for past 8. included those for 
the 9 hp, roadster.) Expenditure on 


.) 
etc,, on the SM.1500 is being written 
by relation to the number of cars produced. 
Regarding. our war-damaged factories in 
Coventry, same progress has now been made, 
; we received a licence to 
of the Canter- 
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FAIREY AVIATION 
COMPANY, LIMITED 


ANOTHER SATISFACTORY YEAR 


The twenty-first annual general mecting 
of the Fairey Aviation Company, Limited, 
was held in London on December 30th. 

Sir Richard Fairey, M.B.E., F.R.Ac.S., 
chairman and managing director, in the 
course of his speech, said: Your directors 
are pleased to report another satisfactory 
year’s working. ‘The consolidated trading 
profits amount to £236,176, to which are 
added the net profits of prior years of 
£442,963, making a total of £679,139, com- 
pared with £775,069 last year. It is proposed 
to pay a dividend of 2s. pez share, less tax. 

The main productive work of the company 
has been centred around our well-known 
Naval two-seater—the Firefly Although we 
are fully equipped for every form of aero- 
nautical engineering, our most important 
function is the design and production of 
aircraft for the Royal Navy, and our 
collaboration with the Admiralty and 
Ministry of Supply on Naval problems and 
future requirements is as strong as ever. 


NEW TYPES 


One of our new prototype aircraft, the 
Fairey 17, has now started its flying trials. 
This machine embodies the principle of 
independent co-axial twin turbo-propeller 
engines, a system which your company 
pioneered in our P.24 piston engine in 1939. 


Another of our prototypes will shortly 
begin trials, but for reasons of security I 
can say littl about it except that in this 
aircraft we have broken away from the more 
orthodox type of design, and that its possi- 
bilities are even wider than those of the 
Fairey 17. 


Both aircraft have been built with our new 
patented system of “Envelope Jigging.” 
This system, which has recently attracted 
attention in the Technical Press, should 
result in a quicker and more efficient produc- 
tion of any mew type. 

_I mentioned in last year’s statement certain 
pioneer work in the Guided Weapon Field 
which we were conducting with the encour- 
agement of the Ministry of Supply. Our 
work in this direction is developing very 
satisfactorily. Our associated company, 
Fairey Clyde Aviation Company  Pro- 
prietary, Limited, in Sydney, is already 
working and servicing not only our own types 
of aircraft but others in use with the Royal 
Australian Navy. We had recently formed, 
with the consent of the Treasury, the Fairey 
Aviation Company of Canada, and had 
acquired an excellent factory at Halifax, Nova 
Scotia. So rapidly was this company built 
up that we have hopes of a turnover of the 
ae he Pencenenray of Pe million dollars 
in t year’s working, every prospect 
of a profit in the following year. 


THE FUTURE 
As regards the future, we have been 
notified of our manufacturing ok gion 
for the year commencing next April which 
id maintain our activities at a good 
working level. As for our work on repair 
and maintenance, we have, of “a finished 


aircraft, 
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LEOPOLDINA RAILWAY _ 


SALE OF THE UNDERTAKING ~ 
AGREEMENT SIGNED 
EARLY COMPLETION EXPECTED 
MR C. H. PEARSON’S SPEECH 


WAGES RAISED 
ine I would have note that 
in this actual year, 1949, by ision of the 
Government, further general increases in 


tory contributions to the employees’ pension 
fund raised, and obligatory payment for rest 


iros annually to expenses, of. 
say, £1,870,000 at the old exchange rate of 
om to the £. 


about three-quarters of total working costs, 
and in itself exceeds gross traffic revenue. 


EVENTS LEADING TO SALE AGREEMENT 
And now I turn to the course of events 


discuss the future of the railway, and that, at 
the time of the annual -meeting last 
year, we had no kn of the action the 
Brazilian Government intended to take. 


It was not until the middle peery 
1949, thet eave wal tecelealh Thay . José 


. 
2 
. 
: 
z 
i 
é 
i 


am announcement was made to the press i 


agreement is an “ad ref = - 
ment referendum to the National - 
of Brazil; ad referendum to you 

all other classes of stockholders in the railway 
It becomes binding when ratified by 
pet td Boa Rene, ) by 

of a scheme of arrangement, under Section 
206 of the Cormpanies Act, 1948. 

As explained in directors’ 


pletion of the»scheme, but I have every 
» (Feason toy suppose that the ‘time is now 


‘ ieee cod when it can be brought ‘to com- 
and submitted to you for approval. I 
not 


a 


omit to mention that one of the 

to the scheme will necessarily be the 
ers of the Five per cent. debentures of 
The Leopoldina Terminal Company, Limited 
which = guaranteed as ” eee and 
interest by your company. I must, however. 
emphasise that the assets of the Terminal 
Company—namely, their interests in the Can- 
tareira Company—are entirely outside and 
unaffected by the agreement entered into by 
the railway company. 

Meantime, the process of ratification in 
Brazil goes forward normally ; a summary of 
the anticipated procedure is given in the 
directors’ report. 

PRESIDENT’S MESSAGE 

It is worthy of note that, in the message 

Congress signed by the President of the 
Republic of Brazil and accompanying the 
Project of Law, a passage appears which reads 
in translation as follows. I quote: — 

“Tt is necessary at once to point out that 


S 


which have in general affected in diverse 
manner all railway activities in Brazil.” 

There are other references in the Presi- 
dent’s message and in the accompanying 
report of the Minister of Transport which 
make clear that, in the view of the Brazilian 
Government, the company’s difficulties can- 
not by any means be attributed to causes 
within the company’s own power to control. 
Your board believe this view to be correct, 
and they are grateful to the Brazilian Govern- 
ment for their acknowledgment of the fact 
and, indeed, for the evinced sympathy which 
has throughout marked their relations with 
the Government. 

The report and accounts were adopted. 


EBONITE CONTAINER 
COMPANY 
SOUND LIQUID POSITION 


The twenty-fifth annual meeting of 
Ebonite Container Company, Limited, was 
held on December 30th in London, Mr 
W. E. Smith (chairman and managing 
director) presiding. The following are 
extracts from his circulated statement :— 

The profit of the parent company amounts 
to £37,853 and the amount carried forward 
from last year £31,714; after making the 
various provisions shown in the appropria- 
tion account and allowing for the payment of 
a final dividend of 124 per cent. less tax, 
making a total of 174 per cent. for the year, 
the amount to be carried forward is £41,076. 

The Government takes by way of taxation 
for the year the sum of £31,500, nearly four 
times what you—the sharecholders—receive 
by way of dividends. 

The consolidated balance sheet shows that 
the current assets exceed current liabilities 
by £181,865. The liquid position is there- 

e sound, and in uncertain times like the 
present your directors consider this to be the 
right tendency. Our plant is working to 
capacity. Orders show no recession, and I 
see no reason why we should not anticipate 
satisfactory results for the current year also. 

Our subsidiary, Messrs. Ferguson Shiers, 
Limited, has had a more difficult year. 
Shortage of cloth, due to Government 
control, has affected the proofing department. 
Soft rubber mouldings have continued to fall 
off. Exacting research on other lines is now 
showing results, however, and new lines are 
now in successful production. These help 
to compensate for the foregoing, and your 
directors hope to see better results in the 
current year. This subsidiary company 
plays a vital part in helping the 


_ parent 
' Company’s ebonite production and is very 


valuable to us. 
The 
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THE PLESSEY COMPANY 
| CONFIDENCE IN FUTURE 


The twenty-fifth annual general meeting of 
The Plessey Company, Limited, was held on 
December 30th in London, Mr A. G. Clark 
(chairman and managing director) presiding. 

The following are extracts from his circu- 
lated statement :— 


The consolidated profit and loss account 
shows that the trading profit was some 
£30,000 higher at £261,965. We have also 
brought to credit £32,660 in respect of 
profits made in earlier years. 


Against the increased income must be set 
a fall of some £20,000 in our miscellaneous 
revenue. Taxation is over £40,000 higher at 
£106,629. As a result our final net profit 
figure, after taxation, is £84,194, or some 
£19,000 more than was the case last year. 


The tax charge is heavy in comparison with 
last year, and this increase is largely due to 
the particular incidence, as between one year 
and another, of the initial allowances and 
wear-and-tear allowances on our equipment 
which are made when computing the tax 
liability. 

The profit for the year would have been 
higher had the conditions obtaining in the 
earlier months of the year continued through- 
out. However, early in 1949 deterioration 
in business became evident. These adverse 
conditions persisted past the end of our 
financial year on June 30th, but I am glad 
to say that improvement has now taken place, 
and I am hopeful that the improvement to 
which I have referred will be continued over 
the next few months. Beyond that point it 
is, in these days, difficult to speak with any 
certainty. 


The opening of the Birmingham television 
service this month, and the opening of other 
regional services over the more distant future, 
should lead to a very considerable increase 
in the demand for television components, and 
our production of these components is there- 
fore being developed steadily, so that we shall 
be able to cope with the greater volume of 
trade which will be available. 


So far as the other branches of our busi- 
ness are concerned, there has been no change 
calling for particular comment. The orders 
in hand at the present time are of satisfac- 
tory volume. and continue to indicate the 
broadening nature of the business which we 
handle. 


STRONG BALANCE-SHEET 


Our balance-sheet position continues 
strong. The deterioration in trading condi- 
tions, together with the fact that because 
materials are now easiei to obtain, we have 
been able with a reduce stocks and 
get them into better balance, has resulted in 
a reduction of some £500,000 in stocks and 
work-in-progress, but because there is a sea- 
sonal element in much of our business June 
30th happens to be a date at which our 
work-in-progress always tends to stand at an 
exceptionally low 


I have said that for the moment it is not 
possible to see far into the future. Over re- 
cent years life has not been easy for manu- 
facturers such as ourselves. Fluctuations in 
volume and changes in the nature of the 
business available to us have been more 
numerous and violent than would normally 
be expected, while the difficulty of maintain- 
ing a balanced labour force has been great. 
However, we are the more confident for the 


future since the company is thoroughly sound 
from the financial point of view, is possessed 
saains wil dts th eniareemnices 
remains well a current ts 
in the technical field. 


The report was adopted. 


























Company Notes 


The aeaie Brewery Ceorges. 
declined’ from "69 3 to 
(364531. am on soe pee cm, ae © 
211,034 in year oceans oe 
igures for 1947-48 relate to no eae 
period in respect of subsidiaries. The divi- 
Gen bs't8 per Gis. ax deco Cit PEE comk tox 


free). Net current assets w $8,225 
(£122,498) at the year-end. ee 


_ Lancashire Cotton amounted to. -£2599386 
1 to 
(£3.070,780) in in ne a Ras. : to October 31, 


2 (£1,195 
At Outober 31, 1999" fixed asset site 


me aS een 13 

3 4 a total current ca £4013,008 
(£6,797,745), and met current assets, 
16 311.936 ¢ (£4,356,399). 


Raleigh industries. ing profi 
declined from eats to 1472764 and 
net profit from £594,424 to £583,147 in. the 
year ended August 30, 1949. Turnover rose 
174 per cent. Net current assets were 
£2,661,202 (£2,476,452) at the year-end. 
Hawker io Croup.—Trading profit 
of the group increased from £2,919,671 to 
(5,532,608, ‘and net profit from £1 438 
to ee in the year ended uly’ 31, 
1949. Net current assets increased from 
ane: sca to £11,652,568. Bank overdraft 
reduced from £2,122,839 to 
uncaaone against which balances at bankers 
and cash amount to £1,785,159 (£857,265). 


Turner and Newall.—Group tradi Pind 
declined from {£7,726,099 to 72.28 

net profit from £2,547,050 to £2,099,494 in 
the to September 30, 1949 ¢ divi- 
dend of I5 per cent is ed. Some 
£779,144 (£959,555) has been written back 
to profit and loss from provisions and liabili- 
ties no longer required. Consolidated ea 
assets, less amounted 
LT, 483 816 (£5,977,349), stocks to £7,969, 615 
(46,511,004), and met current assets to 
£17, 378, 505 (£15 917,267) at the year-end. 


Apex (Trinidad) Oilfields.—Oil revenue 
after provision for ‘Trinidad expenses, 


Investment Statistics — 


conan aah pester 36, 1908 Ganssn) in che 


£469,113 (£530,299), At the Saint fixed 
less written off, were valued at 
9,786 (£775,311), total pueteer assets at 
2,945 £2105, 3144) and 
s at £2,129,960 (1,538,453). 
_ Tobacco Securities Trust.—Total revenuc 
in year to October — 1949, was ,692 


92,165) and revenue 435,104 
( 429.321). The dividend is at 

54 per cent. 

Kern Oil. — Gros 


consolidated profit 
amounted to [844,015 (£758,923) and net 
profit to £219,933 (£182,864) in the year 19 
May 31, 1949. As already announced the dis- 
tribution 8 been increased : from 124 per 
cent to 


otal gro 
fisa0.ss 887) barrels. 


{ ciation were valued at £908 


173) ; 
total current assets £1,315,781 (£1, 130 774) 
and net current assets £660,489 (£624, 719) at 
May 31, 1949. 


Maconochie Foods.—Group profit declined 
from £187,429 to £225,581 in the year ended 
st 31, 1949. Net group profit was 


Augu 
£37,827 (£58,192) 
124 per cent (same). 

Venesta.—Total profit fell from £393,466 
to £341,363 and net profit from £133,291 10 
£124,750 in the year to June 30, 1949. The 
dividend of 10 per cent is unc ed. Net 
current assets amounted to 1,363,731 
(£1,455,608) at the year-end 

Radio Rentals.—Net profit subject 10 
audit, amounted to £138,654 (689.244) in 
the year ended August 31, 1949. Net seelt 
was "150, 162 compared with £113,150 for 
the period which exceeded 12 
months. _ The dividend of 25 per cent is 
repeated. 

Hammonds United Breweries.—Group 
trading profit declined from £713,604 to 
£604,122 and net profit from £78. 191 to 
ee in the year to September 30, 1949. 

Lr cae a? a year is unchanged 
current assets were 
7492.69 D (fal, says e the year-end. 


Total interim dividends 





Capital Issues 


Jamaica Gevernment.—Lists opened 
{35000 3k percent” insted Hock 
per 


£3,250 
1968-73 at par. 
tion £10 


ST Se 


cent and March 1. 1550, 30 per 








and 


—_. 4 per 


Kaigoortie Electric.—An issue to share- 
holders of £250,000 5 per cent Fy grag 
debenture 


stock 


by drawings, or wholly 


to be made 
£50,000 is to be redeemable in 1955 
pie wrver Pirsig rai 


t the 


option at £102 per cent P3 1955. 


aid the 
early to 1967 


company’s 


Kennings.—Preference shareholders are 
offered 100,000 54 per cent cumulative {| 
preference shares at 21s. a share. Shares not 
taken up may be applied wr by preference 


and inary shareholders 


om Blectric.—The company has 
financing 


under consideration 


a programme of 


which eine an issue of debenture feck 


and a small 


to ” ees shareholders. 
the authorised 
£6,500,000 to £8,000,000. 


New Issue Prices 


SECURITY PRICES AND YIELDS 


A fuller list containing 371 securities 


appears 
appear in the Supplement: Turner and Newall ; Lancashire Cotton 


Prices, 





apt Name of Securit | Be i. 
ear i ame 7 
¥ é ae y ' 
~ High. i! i 
101 rh 100 on wane Aug. 1, 1949-51; 1014 
100 (Exch. Bonds 1g, Feb 15, 1950. 
102 | "War Bonds 1, 1951-53)| 101 
od ae ige3 -O4 10 
aa 100 { ete, Asta...) Vy 
103 
104 
105 
106% | 100 
104 
10F} | at 
104 ; IL; 
1L 1 
105 | 9 
99 2 
1163 | KC 
103% | 88 
1g) (6% 
10T, | 88 
git | 6 
1008 | 
1024 
104 
81 


re tack Gis = dated stocks will I (a) Interim, (0) Final. {e) Whole year. (4) Int, 
et cea eee es |e 
Piaicd Goons years 6 months. capital bonus. (nm) Vield basis 265% after 


eg ok inert 


; 
a s. d. 
lof O11 9/113 2 
100: 191010 
iol; (014 7/119 41 a) { 
101} | 019 5/2 3 8 60 <} 50 
ce bee Be 
a 
? 511}210 8! tec o 
16 81213 3 7a) 2 
1 6 51213 8 13 ¢ +19 
115 113 3 2% 6; 8 
110 0/213 3 5 bi 2h 
117.213 5 2 2b) § 
11011}3 6 5e 8cl 8 
118 1/3 6 6f isc! 15 
eet aie 
Hie lsia 
(239 813 & 5/ oe io 
2°3 5! 3 18 10 0c! 10 
72) 6) 315 10 56) 9 
2 0-213 135 4f } 17h 6 | 
2 0 2) 315 54 52/3 | 41/6 4b) 8 
20 3'3 910 #77 4, ¢1t772. 
2121/3136 4 | 4 
Basa 
4 a 
LBs 3s 3 
655} 1 
219 8}3 8 3 
2.1 3/)3i1 0 





weekly in the Records and Statistics 
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rights issue of ordinary shaces 
It is: intended to 
capital from 
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THE ECONOMIST, January 7, 1950 


Statistical Summary 


EXCHEQUER RETURNS 


For the week ended December 31, 1949, total 
ordinary revenue was {66,286 000, , against 
ordinary expenditure of £45, 211,000 and Issues 
to sinking funds njl. Thus, including 
fund allocations of £12,097, 000 the deficit acc 
since April Ist is £34,268,000 compared with a 
surplus of £260,821,000 for the corresponding 
period a year ago. 


GRDINARY AND SELF-BALANGING REVENUE 
AND EXPENDITURE 
















DINARY 






REVENUE ' 
Income Tax... ... 23, 25,543 
Sur-tax ......... : ; 1,200 
pop mes etc., Duties, 176, 1,500: 2,800 

NOE 5 wen es es i 12 
Prose Tax 
8 oe 1,200 
Other Inland Rev. | ah 
specialContributn. | o 
Jotal Inland Rev. ‘2085 30,748 34,743 
promoter Seine 
c MSLOMS. 5 6 + 4s + | $29,650, 624,855, 611, 7 321) 10,850 
Excie®: siist ico o's 663,600; 551,800, 526,700) 19,515; is, 900 





Excise ........ 36,836, 29,750 
Motor Duties... .. | 12,726, 12,903} 372 168 
Surplus War Stores | 91,287, 67,197, 13,852; 13 
Surplus Receipts | i 

from Trading. . 


4,826 42,991)... | 


P.O. (Net Receipts) | Rat ae 
7, a6 8, 1 1,250: 1,000 
"660 540, 


Wireless Licences. i 
Crown Lands. .... j 


al 1S 
st rae 
113498 63,742, 2,079 553 


y es | 66,286 
| 
112,800 119,500, 2,300: 2,400 





Post Office... .... } 159, ° 
Income Tax on} ; 
E.P.T. Refunds! 6,521) 81) 


Total (excl. Self- 
Bal. Expd.).... 


Seir-BaLancinc 
Post Office. ...... 


—— Tax 





TOR Se iat 

. ee balances i 548,236 to 
(sah 435, the tions for the week decreased 
aries Watinnal De Debt by £14,489,881 to £25,692 million. 

NET RECEIPTS * thousand) 
Interest on National Debt. ..............006 -» 6,772 

NET ISSUES (f thousand) 
pl ine wae Refunds. ....... ae isis, é “ay ees a4 
tion (Special Loans) 

war Be ach 108» 2 PA coe os F8 parr o0bnb bolle 400 
jgisand i feaar Cie 
12,811 


CHANGES IN DEBT (f£ thousand) 


Recerpts PAYMENTS 
Treasury Bills .... 60,910 | Nat. Savings Certs. 400 
Tax Reserve Certs, 23,026 24% Def. is. . 35 
Other Debt :-— 3% Dei. Bonds... 215 

Internal........ 9 Ways & Means Ad- 
External ....... 3,055 Vanes 2... eas 74,840 
Treasury Deposit 
Receipts ....... 16,000 
77,000 | 91,490 


FLOATING DEBT 
(€ million) 

















Tre Ways and 
=) Tota 


a Float- 


mg 
Debt 





| oe 
| Jand 
















8] 2650-0 | 2226-5 ‘8 43 -516150-1 
2710-0 2218-7} 369-7 | 12-5 -516147-4 
” 2212770-0| 2210-1) 400-9 | 11-5 -516190-0 
» 29) 2830-0 2164-3 ee 0-3 -0] 6157-2 

Nov. 5] 2870- 0| 2122-9] 375-7 | 3-5 5] 6127-6 
an -8] 371-1 | 1-8 -5}6117-2 
— 387-1 | 8-0 -51 6148-5 
» 26 397-7 | 7-7 -516159-7 

Dec. 3 423-6 | 6:5 -5}6199-3 
» 430-5 | 2-5 -016191-6 
ae 379-6 | 11-5 6226-4 
” 24 366-7| . 
‘oe 291-9 | De 





TREASURY BILLS 


(£ million) 











10 4-83 58 

10 5-84 70 

Oct. 7 | 230-0 | 272-8 . 10 . 5-92 79 
» 34 § 230-0 | 283-1; 230-0] 10 5-84 74 
» 21 | 230-0 | 294-5 | 230-0] 10 5-64 69 
» 28 | 230-0 | 296-5 | 230-0] 10 5-62 68 
Nov. 4 | 230-0 | 307-0 | 230-0] 10 5-48 63 
w» «AL | 230-0 | 284-5 | 230-0} 10 5-82 74 
» 18 | 230-0 | 294-3 | 230-0} 10 5-66 69 
» 25 | 230-0 | 260-0} 230-0} 10 5-91 61 
Dec. 2 | 230-0 | 312-5 {| 230-0] 10 4-03 60 
» 9 | 230-0 | 321-9 | 230-0] 10 4-01 58 
» 16 | 230-0 | 282-7 | 230-0] 10 4-52 75 
» 23 | 230-0 | 292-4 | 230-0] 10 4-16 69 
30 1 230-0 | 253-9 | 230-01 10 5-09 &9 





On December 30th applications for bills to be paid on 
Tuesday, Wednesday, Thursday and Friday, were accepted 
as to about 89 per cent of the amount applied for at 
£9 17s. ie and applications at higher prices were acce pted 

in full. tions for bills to be paid on Monday and 
Sesuehas a were accepted at £99 17s. 6d. and above in full. 
Tre Bills to a maximum of £230 million are being 
offered for January 6th. For the week ended January 7th 
the banks will not be asked for Treasury deposits. 


NATIONAL SAVINGS 
{{ thousand) 


10,555 | 459,787 
18,245 | 509,385 
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wen 
JANUARY 4, 1950 “ 
ISSUE DEPARTMENTS 
od f 
Notes Issued:- Govt. Debt... 11,015.99 
In Circulation 1299,663,117 | Other Govt. 
In Bankg. De- Securities .... 1358,265,579 
partment ..  50,693,70€ | Other Secs |. 109,091 
Coin (other 
than gold). . 10, + 
| Amt. of Fid. ee 
Issues ...... 1350, 000, 
Gold Co*p and 
Buliion {at 
248s. Od. per 
oz. fine)... .. 356,823 
1550,356, 823 | 1350,356,823 
BANKING DEPARTMENT 
{ £ 
Cootal ...6c hs rod Govi. sees.... 440,943,941 
Rest......205 3,609,439 | Other Sees.:- 47,039,536 
Public Deps.:- 1 783,186 Discounis and 
Public Accts.* 19,836,524 See: 23,687 425 
H.M. Treas. | Securities. 23,352,111 
Special Acct 97,946,662 
Other Deps.:- 407,974,208 | 
Bankers ..... 292,912,298 Notes... 002+ 50,693,706 
Other Accis.... 115,061,910 Rian Kccic ns 5,242,650 
643,919,833 | 543, 919, 833 


* Including Exchequer, Savings Banks, Commissioners 
of Netiowsl Dobe and Dividend Accounts. 


COMPARATIVE ANALYSIS 


(¢ million) 
1949 i 1950 












ssue Dept. : 


Notes im circulation... .. 
Notes in banking depart- 


| 
272-3)1318-2)1521- 








27-9} 32-1) 28-4 50-7 

1549-3 

0-7 

0-2; 0-4) 0-4 

Valued at s. per fine or.. 3} 248/0 248/0 
Banking Dept. :-—~ i i 
Deposits :-— } ' 

Public Accounts ........ 27:9 14-2; ll: 19-8 

Treasury Special Account 3:1 97:9 97-9 97-9 

Bankers 308-7) 296-5) 299-4 292-9 

93-2) 113-4) LLi-Q 115-1 

*9 522- * *& 525-6 

*9, 458- 5, 440-9 

| 39-5) 23-7 

Other . 23-4 

TOO ics ie ce Setaivedaics 488-1 

Banking dept. res.......... 55-9 

% 
“ Proportion ”......6.+-+- 10-6 


t is £11,015, ia alee 714,553,000. 
Fiduciary issue raised from - £3,300 million to {£1,350 
million on December 12, 1949. 


GOLD AND SILVER 


The Bank of England’s official buying price for gold 


was raised from 172s. 3d. to 248. Od. per fine ounce on 
September 19, 1949, ‘and the selling price to authorized 
dealers from 175s. Od. to 252s. Od. per fine ounce. Spot 
cash prices 


during last week were as follows ~~ 







Goip 


Bombay 
per tola 


SmvVER 








w York Bombay 
“or 100 tolas 
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BANK OF SCOTLAND 


Constituted by Agt.ot Pariament: 1695. 


ye FUND . 43,183,107 


Head Office: THE MOUND, EDINBURGH 


Over 200 Branches and Sub-Branches throughout Scottand 
London Offices . 


CITY OFFICE, ‘30, BISHOPSGATE, E.C. 
PICCAD:LLY CIRCUS. BRANCH. 16/18 PICCADILLY. Ww. 







DO YOU WANT TO 
ABOUT BUSINESS IN CA 


j 
. , it ‘you're thinking of. ing Cas ; 
: * | consult this Bank first. Thr 
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For the pu ss wit be the oS ore aue i ee Moree 1, 

“= i BALANCES business on 
ebruar 


sa-divideed’:Foe —For the he Bante of 
Government of Canada in mager, 47, 
Threadneedle Street, E.C.2, January 2, 980 


ert ene 


THE TRADES UNION CONGRESS 
INVITES APPLICATIONS 
for the post of Secre of the Research and Economic Department. 


Thorough knowledge economic political essential and 
experience of research Wolk taltatie. £700, rising 
ree annual increments to £850 per annum.— culars of the 


appolatenont and form of apoliestion obtainable up January 16 


from Vincent Tewson, C.B.E., M.C., T.U.C., Transport House, Smit): 
Square, London, 8.W.1. sl 





sorry antag nr ne 


BEDFORD COLLEGE FO FOR WC WOMEN 
(University of London) 
REGENT’S PERE. N.W.1 
The Council of Bedford College in ny eo the office 
Z respons ge Bago co ‘ret of the domestic side ot ~ Eollegs 
in 
is ine £50—£1,000 oie. nodon, taameene Py y degree d 
x rT an 
essential. Last for receiving 


applications Jar January 30, pax Further particulars from the Secretary. 





LONDON OFFICES: 87, Nicholas Lane, &.C.4; and 
18/20, Regent Street, Piccadilly Cirous, W.1. 
- rant oe S Saleen 


nee H. R. Harmer - se Si the Mesce of oi of satasists. 
a moi e 
you oo atmlett thes if. you See Sas 

wish to ree ee 
















posal. If you buy, ption blank. 
REFUGE ASSURANCE. COMPAN TH. Airmail editions of Catala fo, aren, weeks in 
ORD STRE TREET, . a ; advance a Sete Sales. i serious shee H. R. Harmer 
Ghiet Office: ox $s | “2 5 4 ee 1 eeeenes x es 
Tel.: "No. MAY. Onis. Cables: “ 
| saat oF LGNEOR rea eet 
: se 
UNIVERSITY OF LONDON secretarial and similar executive are invited to communicate 
A lecture on “ The Economic Outlook in the: <diteben-**- wit | ee RS Peeretary of the Institute, 16, gergs Greg, Mansion 
Sate SES gee Sih gf oven er ae — me BOE opt es 
Science nt - ANUFACTURER of _ Pre-packed: Foods enjoying worla-wise 


fame and metettion pesriots of an assistant to 4 
tion manager in’ Live district. “7S will xe 
consi between 25 uc: 
ion and having cons wiih 

a company of national oral details iret ae 
pets should be addressed Box No. AV 69, Furness 
A Advertising Omices, 68, Bold Street, Liverpool, 2. 


na rer erence tomers tierteleniing tiie acre mesepnseenneenianionnemegesnesasbtinehiie 


LD-ESTABLISHED firm of firm of management cpestilibandix: bawe vacan- 
cieg.in their. Contra ee ae sound 
knowledge of costing peat gd mag te a. 
should have had practical eral a at. 
an executive position, be crkivupinatie Se strial cxper in 


promoting. the effici of in al pert a 
meniber of a team, will et ea a overseas. 
The tions are reaponatbfe pom ent be y remunerate:!. 

8.W.1 L4d,, 31 Palace 
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